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IN THE MATTER OF THE APPLICATION DOCKET NO. 3—631891"-2?;—1517
OF GARKANE ENERGY COOPERATIVE, =N
INC., AN ELECTRIC COOPERATIVE E-01891A-15-0176
NONPROFIT MEMBERSHIP
CORPORATION, FOR A DETERMINATION| APPLICATION AND
OF THE FAIR VALUE OF ITS PROPERTY REQUEST FOR WAIVERS
FOR RATEMAKING PURPOSES, TO FIX A Arizona Corporation Commission
JUST AND REASONABLE RETURN -
THEREON, AND TO APPROVE RATES DOC KETE D
DESIGNED TO DEVELOP SUCH RETURN MAY 29 2015
AND REQUEST FOR WAIVER.

DOCKETEDBY |,

Garkane Energy Cooperative, Inc. (“GEC” or “Cooperative”) by and through

undersigned counsel, and pursuant to A.R.S. §§ 40-250 & 40-251 and A.A.C. R14-2-

103(B)(3), hereby makes application to the Arizona Corporation Commission (“Commission™)

for a determination of the fair value of its property for ratemaking purposes, to fix a just and

reasonable return thereon, and to approve rates, charges, and tariffs designed to develop such

return, and for approval of a Prepaid Service Tariff, a Net Metering Service Tariff, and a Line

Extension Policy that are consistent with terms and conditions applicable to GEC’s

member/customers located in Utah (or 89% of its member/customers). The Cooperative also

submits for re-filing its Electric Service Regulations that have been on file with the

Commission since 1998 (corrected for typographical errors and factual updates as to GEC’s

name and primary business location). To allow for more uniform rates and terms of service

system-wide, the Cooperative seeks a waiver of any and all Commission rules inconsistent

with the rates, tariffs, and regulations approved in this docket, including, but not necessarily
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limited to, the following provisions of the Arizona Administrative Code: R14-2-207 (Line
Extensions); R14-2-2301 et seq. (Net Metering); and relating to Prepaid Service, R14-2-203.B
(Deposits), R14-2-209.A (Meter Reading), R14-2-210 (Billing and Collection), and R14-2-211
(Termination of Service), as well as the Cooperative’s Electric Service Regulations Numbers
19 (Form and Execution of Service Agreéments), 20 (Term of Service Agreements), 21
(Expiration or Renewal of Service Agreements), 22 (Company’s Right to Cancel Service
Agreement or to Terminate or Suspend Service), 47 (Billing Periods), 51 (Payment of Bills),
and 53 (Charge for Restoring Service) relating the Cooperative’s provision of Prepaid Service.

In support of its Application, GEC states as follows:

1. GEC is a Utah non-profit member-owned corporation authorized to do business
and provide electric service in both Utah and Arizona.

2. All of GEC’s customers residing within its service area (in both Utah and
Arizona) are eligible to be members of the Cooperative and to vote for its Board of Directors.
Attached to this Application is a Certificate of Good Standing from the Commission as
Attachment 1 to this Application. |

3. GEC holds a certificate of convenience and necessity from the Commission
pursuant to A.R.S. § 40-281 et seq. to provide distribution electric service to areas within
Mohave and Coconino Counties, Arizona, and its provision of electric service in Arizona is
subject to the jurisdiction of the Commission.

4. As of December 31, 2013 (the test year used in this proceeding), GEC was
serving approximately 12,844 customers of which 1,439 customers (or 11 %) were located in
Arizona.

5. GEC services a rural service territory covering approximately 16,000 square

miles, meaning that, on average, GEC has 1 customer per square mile of service territory.
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6. GEC’s business office is located at 120 W. 300 Street, Loa, Utah 84747 with a
mailing address of Post Office Box 465, Loa, Utah 84747. Its main telephone number is
(435) 836-2735, and its main facsimile number is (435) 836-2497.

7. The Cooperative’s primary business contact is Mr. Dan McClendon, its Chief
Executive Officer. The persons responsible for directing and overseeing this Application are
Mr. McClendon (dan@garkaneenergy.com), Mr. Marcus Lewis
(marcus@garkaneenergy.com), GEC’s Finance Manager and Mr. David W. Hedrick of
Guernsey, Engineers, Architects and Consultants, its rate consultant. Mr. Hedrick may be
contacted at 5555 North Grand Boulevard, Oklahoma City, OK 73112-5507, phone number
(405) 416-8157, and email address david.hedrick@guernsey.us.

8. All communications concerning this Application, including, but not limited
to, discovery and data requests should be directed to William P. Sullivan and Morgan R.
Holmes of Curtis, Goodwin, Sullivan, Udall & Schwab, P.L.C., 501 East Thomas Road,
Phoenix, Arizona 85012-3205, phone (602) 393-1700, facsimile (602) 393-1703, and

email at wsullivan@cgsuslaw.com and mholmes@cgsuslaw.com with copies to Mr.

Lewis and Mr. Hedrick.
9. GEC’s present rates, charges, and regulations were approved by the
Commission in the following Decisions:
D) No. 61105, dated August 28, 1998 (rates, charges, and electric service
regulations); |
o No. 69915, dated September 27, 2007 (line extension policy);
o No. 70979, dated May 5, 2009 (special power adjustment charge for
Colorado City); and
o No. 50266, dated September 18, 1979 (Purchase Power Adjustment
Mechanism (“PPAM”).
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10. GEC has on file with the Commission optional rates and terms for cogenerators
and small power producers and has a Curtailment Plan on file pursuant to A.A.C. R14-2-208.
GEC is requesting updates of these tariffs be approved as part of this Application.

11.  GEC’s current and proposed tariffs are included as Attachments 2 and 3 to this
Application.

12.  As set forth in the Direct Testimony of Mr. David Hedrick, attached hereto as
Attachment 4 and the Direct Testimony of Ms. Rebecca A. Payne, attached hereto as
Attachment 5, and the applicable supporting schedules required by A.A.C. R14-2-103.B
attached hereto as Attachment 6, GEC is seeking a $152,128 decrease in adjusted test year
revenues from operations (or a 3.3% decrease) to enable it to meet operating expenses, repay
its financing and make betterments to its system in order to maintain‘adequate and reliable
electric service throughout its service area, including its Arizona certificated territory and to
create nearly uniform rates, charges, rules, and policies throughout its service area.

13.  GEC’s adjusted system-wide OCRB and FVRB for the test year ending
December 31, 2013 is $60,782,310; its adjusted operating margin is $1,171,743 on adjusted
test year revenues of $23,603,288 and its return on its adjusted FVRB is 4.33%. GEC seeks a
system-wide increase in revenues of $799,289 to offset a power cost increase of $792,887
that went into effect January 1, 2015.

14.  GEC’s Board of Directors has approved new rates for its Utah
member/customers that were effective May 1, 2015 and has directed this Application be filed
seeking the Commission’s approval of proposed rates for Arizona that are structured similar
to the rates approved for Utah.

15. Based upon the cost of service study performed by Guernsey, and reflected in

Schedule G-1.1 of Attachment 6, the Arizona only adjusted test year OCRB and FVRB is

4
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$9,651,805; its adjusted operating margin is $594,535 on adjusted test year revenues of
$4,561,894.

16.  As reflected on Schedule G-2.0 to Attachment 6, the requested system-wide
increase in operating revenues will provide the Cooperative a system-wide return on its
$60,782,309 FVRB of 5.65%, a system-wide operating margin of $1,971,032, and a system-
wide Operating Times Interest Earned Ratio (“TIER”) of 2.34. The Arizona-only portion of
the system will reduce operating revenues to $4,409,765, providing operating margins of
$434,686 and a rate of return of 7.04% on its Arizona FVRB of $9,651,805.

17.  This Application is based upon a test year ending December 31, 2013 adjusted
for known and definite changes. While the Commission might ordinarily view this test year
as somewhat stale, it is a reasonable and appropriate test year, as adjusted, for establishing the
fair value and just and reasonable rates for GEC at this time. Importantly, GEC has
experienced little change in the size of its system, customer base, electric usage, staff,
revenues, or operating expenses, except for the change in purchase power costs that were
effective January 1, 2015. Moreover, calendar year 2013 was the most recent audited data
available to GEC when it received notice that Deseret was increasing its power costs effective
January 1, 2015 — GEC’s single largest operating expense. Despite immediately initiating a
rate analysis and using the readily available audited calendar year 2013 data, GEC was not
able to complete the rate review and hearing process in Utah and place new rates in effect
until May 1, 2015 — a delay of five (5) months after the new power costs were effective.
During this period, GEC’s operating margins were eroded and, had the condition persisted,
GEC’s ability to maintain a reasonable Times Interest Earned Ratio, adjusted for known and
definite changes, would have been adversely impacted.

18. By Decision No. 73620, dated December 12, 2012, the Commission ordered

GEC not to offer time-of-use rates at that time, effectively granting GEC an indefinite waiver
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to Decision No. 69736 (requiring implementation of time-based rate schedules). This
application seeks approval of a residential time-of-use rate in those locations GEC has the
technical ability to implement such a rate.

19.  As part of this application, GEC seeks approval of:

A. A prepaid service tariff that follows the terms and conditions of those the
Commission has approved for Sulphur Springs Valley Electric Cooperative and Trico
Electric Cooperative;

B. Revisioyns‘ to its line extension policy so the same line extension policy
applies system-wide and a waiver of A.A.C. R14—2-207 ;

C. A net metering service tariff that is identical to the net metering service
tariff approved for use in Utah (i.e., for 89% of its customers) and a general waiver of
A.A.C. R14-2-2303; and

D. Affirmation of the Rules for Electric Service that have been on file with
this Commission since 1998.

20.  Included with this Application and in support thereof are:
A. Rural Utility Service (“RUS”) Form 7 (pages 1 — 7) for the years ended
December 31, 2013 and 2014, as Attachment 7;
B. GEC’s most recent Audit Report, included as Attachment 8;
C. The applicable schedules required by A.A.C. R14-2-103B for a Class B
utility, as Attachment 6, including:
i. A schedule comparing revenues by customer classification for the test
year, at present and proposed rates, included as Schedule H-3.0; and
ii. A schedule listing long-term debt obligations, included as Schedules D-

2.0 and D-2.1.
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WHEREFORE, Garkane FEnergy Cooperative, Inc. respectfully requests the

Commission:
A.

103B;
B.

Accept this Application as sufficient in accordance with A.A.C. R14-2-

Enter a procedural order establishing the notice requirements, setting this

matter for hearing, and setting forth the procedure for processing this Application in as

expeditious manner as possible;

C.

Determine the fair value of GEC’s utility plant and property for

ratemaking purposes, fix a just and reasonable return thereon, and establish rates and

charges to develop such return, including the tariffs set forth in Attachment 3 hereto;

D.
E.

appropriate.

Grant the requested waivers as set forth herein; and

Grant such other and further relief as the Commission deems

RESPECTFULLY SUBMITTED this 29™ day of May, 2015.

CURTIS, GOODWIN, SULLIVAN,
UDALL & SCHWAB, P.L.C.

By: W ?éQfV\M

Willianj P. Sflilivan, Esd.
Morgan R. Holmes, Esq.

501 East Thomas Road
Phoenix, Arizona 85012-3205
Attorneys for Garkane Energy
Cooperative, Inc.
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PROOF OF AND CERTIFICATE OF MAILING

I hereby certify that on this 29" day of May, 2015, I caused the foregoing
document to be served on the Arizona Corporation Commission by delivering the original and
thirteen (13) copies of the above to:

Docket Control

Arizona Corporation Commission
1200 West Washington

Phoenix, Arizona 85007

V\/@z(,g/\éf\/ (Ul

/

N A_,/f
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Office of the
CORPORATION COMMISSION

CERTIFICATE OF GOOD STANDING

To all to whom these presents shall come, greeting:

I, Jodi A. Jerich, Executive Director of the Arizona Corporation Commission, do hereby
certify that

***GARKANE ENERGY COOPERATIVE, INC. ***

a foreign nonprofit corporation organized under the laws of Utah did obtain authority to
conduct affairs in the State of Arizona on the 27th day of December 1957.

1 further certify that according to the records of the Arizona Corporation Commission, as
of the date set forth hereunder, the said corporation has not had its authority revoked for
failure to comply with the provisions of the Arizona Nonprofit Corporation Act; and that its
most recent Annual Report, subject to the provisions of A.R.S. sections 10-3122, 10-3123,
10-3125, & 10-11622, has been delivered to the Arizona

This certificate relates only to the legal authority of the above named entity as of the date
issued. This certificate is not to be construed as an endorsement, recommendation, or
notice of approval of the entity’s condition or business activities and practices.

IN WITNESS WHEREOF, | have hereunto set my hand and affixed
the official seal of the Arizona Corporation Commission. Done at
Phoenix, the Capital, this 26th day of May, 2015, A. D.

Jq§i7 A. Jerich ~Bfecutive Director

1239178

s
T~

DITAT

By:
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o R GARFANE POWER ASSOCIATION, INC.
ORIGINAL 7 o s sem cosmn

OPTIONAL TARIFF ForR SUPPLEMENTARY, STANNRY AND MATNTENANCE
POWER GALES TO OQUALIFYING FACILITIES EXCEEDING 100 XW

I. AVATLABILITY

Available tc¢ all qualifying facilities (QF)
exceeding 100 kilowatts (KW) within the certificated
service territory of Garkane Power Associazior, Inc.
{GARRANE)} where such Facilities are of an adequate
capacity and are adjacent to the point of delivery.

II. APPLICABILITY

Bpplicable to cogenerators and small power
producers with generating facilities exceeding 100
KW that qualify under the Public Utility Regulatory
Policies Act of 1978 (PURPA) as a QF consistent with
the requlations established under 18 CFR, Chapter I,
Part 292, Subpart B of the Federal Energy Regulatory
Commission (FERC) Regulations.

ITI. SUPPLEMENTARY POWER
A. Definition of Supplementary Power

Supplementary power is the KW capacity and
related kilowatt hours (KWH) of energy purchased by
the QF in excess of the production capability of the
QF’s generating equipment.

B. Rates

The rates charged for supplementary power shall
be the current rate schedule of GARKANE which is
applicable to meet the QF’s supplementary needs for
service or such other rate as agreed to by the
parties.

c. Determination of Supplementary Energy
Supplementary energy shall be equal to the KWH

metered to the QF, less any KWH billed as standby or
maintenance energy.

APPROVED FOR FILING
IN COMPLIANCE WITH

DECISION #: 57106
EFFECTIVE OCT. 1, 1990




Determination of Supplementary Demand

OﬁgGENA[_ Supplementary demand shall be the greater of:

Iv.

1. The metered demand, measured in accordance

with the Associations applicable rate schedule,
less any standby and maintenance demand;

2. Or, the minimum billing demana specified
in the QF’s contract.

STANDLY AND MATINTENANCE POWER

A, Definition o: Standby and Maintenance Power

Standby and maintenance power 1is the KW
capacity and related KWH energy purchased by the QF
attributable to forced or scheduled outages by the

QF, respectively.
B. Rates

The reservation or demand charge for standby
power shall be as specified in Attachment A per KW
of billing demand per month. The monthly demand
billed shall be that specified in the Standby and
Maintenance Contract. The rate applicable to standby
and maintenance energy shall be as specified in
Attachment A per KWH at the Point of Delivery.

c. Determination of  Standby Energy

Standby Energy is defined to be the electric
energy supplied by GARKANE to replace  energy
ordinarily generated by the QF’s generation facility
during unscheduled full and partial outages of said
facility.

Standby Energy is ‘egual to the difference ..
between the maximum power output of the OQF’s
generator(s), as specified in the Standby and
Maintenance Contract, and the power mneasured on the
QF’s generator meter(s) for the billing period,
except those periods where power supplied by GARKANE
is zero.

D. Determination of Maintenance  Enerqgy

Maintenance Energy is defined as the energy
supplied to the QF during a Scheduled Maintenance
Period. Maintenance Energy is the maximum output
capability, as  specified in  the  Standby and
Maintenance Contract, times the maintenance hours in

the Scheduled Maintenance Period. i
APPROVED FOR FILING

IN COMPLTANCE WITH
DECISION #: 57106
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§u€ Scheduled Maintenance Periods shall not exceed
thirty (30) days and must be scheduled during off
peak months. The QF shall supply GARKANE with a
maintenance schedule for a twelve (12) month period
at least sixty (60) days prior to the beginning of
that period. This schedule shall be subject to the
approval of GARKANE. Maintenance energy used in
excess of the authorized thirty (30) day period
shall be billed as supplementary power as set forth
in Section III.

E. Adjustments to Standby and Maintenance Energy
Rates

During the last week of each calendar month
GARKANE shall notify the QF through its designated
representatives of the rate applicable to the
standby and maintenance energy based upon
incremental costs %o the delivery point of the QF
for the subseyuent calendar month. Such rate shall
replace the energy rate set forth in paragraph
IV. (B) above.

F. Standby and Maintenance Power ILimitations

The forced outage factor will be adjusted
annually based on the actual performance of the
qualifying facility. The actual forced outage rate
will be applied retrospectively to the preceding
twelve {12) months as well as serve as the estimated
forced outage factor for the current year.

v. BASTC _ SERVICE _ CHARGE

The monthly Basic Service Charge shall be the
service charge contained in GARKANE’s applicable
rate schedule for supplementary power sales

VI. CONDITION OF SERVICE

Service to QF’s under this rate schedule are
subject to the negotiated terms and conditions set
forth in the contract between GARKANE and the OQF.

VII. IRTERCONNECTTION CHARGES

The QF shall pay all costs associated with any
and all additions, or alterations to GARKANE’s
electric system necessitated or incurred in the

establishment and operation of the interconnection
contemplated by the OF, including but not limited to

any and all modifications required for the metering
of power and energy or for the efficient, safe and

APPROVED FOR FILING
IN COMPLIANCE WITH
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OREG g ?ﬁé% eliable operation of the QF’s facilities with

KANE's electric system.

VIII.

The QF shall be required to pay GARKANE a
monthly facilities charge to recover all related
costs af any dedicated facilities previously
constructed to serve the QF on a firm basis.

IX. OTHERBILLING ADJUSTMEWS.

A. The foregoing rates are subject to the
imposition of any wholesale power adjustment and
other changes in rates which may be established and
approved for billing by the Arizona Corporation
Commission from time to time.

B. Total monthly sales to a QF for
supplementary, standby and maintenance power are
subject to adjustment for all federal, state and
local government taxes or such levies on such sales
and any other assessments that may .be imposed by
state or federal regulatory agencies on utility
gross revenues.

X. EFFECTIVE DATE

This rate schedule is effective _ OCT. 1, 1980

APPRGVED FOR FiL%i‘-;‘(_i-g
IN COMPLIANCE WITH
DECISION #: 571 04
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ATTACHMENT

RATE SCHEDULE COGEN—1

(1) BASIC SERVICE

Cogeneration Basic Service Charge

Plus, For Each Generator Meter

(2) STANDBY SERVICE

Standard Option

$10.00 per
month

$25.00 per
month

Monthly Reservation Charge per KW of $ 3.94 per

Contract Standby Capacity

Energy Charge

Interruptible Option

Energy Charge

(3) MATINTENANCE _SERVICE

Energy Charge

month

$ 0.0652 per
kwh

$ 0.0652 per
kwh

$ 0.0652 per
kwh

APPROVED FOR FILING
IN COMPLIANCE WITH

DECISION #: 5710.6
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O R l G l NAL GARKANE POWER ASSOCTATION

Curtailment Plan - State of Arizona

March 1993

Introduction

Garkane Power Association, Inc. (Garkane) is a Rural Electric
Cooperative with headquarters inRichfield, Utah. Thecooperative
serves customers throughout South CentralUtah and approximately

688 meters in Northern Arizopa, The number of customers by class

is as follows;

Residential 515

Commercial 113
Industrial 2
FireProtection 4
Public Authorities 26
Irrigation 28

Total 688

Most of the wholesale power purchased by Garkane comes from
the Western Area Power Administration (WAPA) and is generated at
Glen Canyon Dam. Additional purchases, beyond approved c¢co-
generation facilities and self-generation at Garkane’s own small
hydro electricplant, aremade throughanall-requirements contract
with Deseret Generation and Transmission Cooperative (DG&T).

Although conditions have never existed where the power supply
from DGCT was insufficient to carry the load during peak periods,
nor do we anticipate shortages in generation capacity fromDG&T, a
curtailment plan has been developed in compliance with the Arizona
Corporation Commission's Administrative Rule, Chapter 2, Section
R14-2-208, Paragraph E.

CurtailmentProcedures

In the event severe supply shortages or curtailments are
anticipated in advance by Garkane, Garkane will make a public
appeal for the voluntary curtailment of electric consumption by all
consumers.

If  voluntary curtailment results in insufficient load
reduction the following, in order of curtailment, is a list and
brief description of the loads;

1. Grand Canyon National Park (North Rim). This load
has self generation and would not be significantly impacted by
curtailment during an emergency situation.

1
APPROVED FOR FILING
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Kaibab Industries, Fredonia, Arizona. This is an
industrial sawmill load and would be impacted economically by being

curtailed, but life or health would not be affected during an
emergencysituation.

3. RyanSubstation. This substation serves the North
Rim of the Grand Canyon as well as several other recreational
sites. Inaddition, an industrial customer, Ener%y Fuels Nuclear,
would also be affected by this curtailment. Althoughcurtailment
would be inconvenient, 1t would not create any unreasonable
hardships.

4. ColoradoCitySubstation. Thissubstation servesthe
majority of Garkane’s residential and commercial customers located
inArizona. With 4 to 5 hours work the electric service to the
community fire station/emergency communications system could be
restored. However, medical facilities for this area are served
from a Utah feed which could also be used to provide service to
most of the Arizona customers who would be affected by curtailment
at the Colorado City Substation.

5. Moccasin Tribal Police. Service to the Moccasin
Tribal Police Department is identified as a critical load and would
be maintained as long as possible.

6. Moccasin Mountain Communications Site. A radio
repeater site located on Moccasin Mountain is a critical
communicationsload. The site provides communications for law

enforcement and other emergencyagencies. Servicetothislocation
would be maintained as long as feasible.

1. Fredonia, Arizona. The Town of Fredonia is a
municipal power system serving residential, commercial and
emergency communication (Sheriff's Department) loads. Service to

the Sheriff's Department would be preserved as long as possible,
however, under Garkane's present wheeling contract with Fredonia,
curtailment to residential and business customers in the Town is
contingent upon equal reductions among other Garkane customers.

Due to the limited amount of load, residential customers
outside Colorado City, and the limited probability of a power
supplyshortage, rotation schedules are not proposed in the plan.

Curtailment Resaonsibilities

GeneralManager:

¢ When an emergency exists, the General Manager will
authorize all involuntary or voluntary curtailment plans
and is responsible for notifying appropriate Garkane
personnel and for contacting the Arizona Corporation
Commission and the Arizona State and County Civil Defense

: APPROVED FOR FILING
' IN COMPLIANCE WITH
EFFECTIVE MARCH 22, 1993 ruLE | DECISHON#: 214-2-208
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OR!G ‘ NALnd Fmergency Centers/Teams prior to and during any

curtailment.

¢ The General Manager has the responsibility of
monitoring the curtailment process and ensuring the
methodologies outlined in the curtailment plan are
followed.

EngineeringManager:

¢ Is responsible for ensuring adequate generation and
transmission to meet the Arizona system's load
requirements and, 1in consultation with the General
Manager, for determining the magnitude and duration of
any load curtailment.

¢ 1s 'respohsible for directing the implementation of all
phases of the curtailment plan and ensuring the personnel
involved understand the plan and are trained in its
operation.

Kanab Area Manager:

¢ Is responsible for executing involuntary load
curtailment consistent with the outlinedplan.

# Maintains an accurate log of all circuit interruptions
during curtailments and forwards the information to the
Engineering Manager and General Manger.

Member Services Personnel:
¢ Keeps the public informed of electric curtailment

through news releases and other announcements as
instructed by the General Manager.

APPROVED
GARKANE POWER ASSOCIATION, INC.

M &Vl o>

<giew’ P. Willardson, General Memnager

4/1/93
Date
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URIGINAL

GARKANE POWER  ASSOCIATION.. INC.
Richfield, Utah 84701

ELECTRIC SERVICE REGULATIONS

STATE OF ARIZONA

1. These rules and regulations are designed to govern
the supply, receipt and wutilization of electric service in Arizona
consistent with safe and reliable service practices.

2. These Rules and Regulations and all Rate Schedules
are on file in the office of the Company, and copies are obtainable
by any customer without charge wupon request.

_ 3. These Rules and Regulations are subject to revision
from time to time and supersede all regulations which may
heretofore have governed the supplying and taking of Company's
electric serxvice. They are subject to the Jurisdiction of the

Arizona Corporation Commission ("ACC" or "the Commission").
DEFINITIONS
4. The following expressions, when used in these Rules

and Regulations, in Rate Schedules, and in Service Agreements,
shall, unless otherwise indicated, have the meanings given below:

5. Customer. Any individual, partnership, association,
firm, public or private corporation or governmental agency

receiving Company's service at any specified location.

6. Company. Garkane Power Association, Inc.
7. Electric Service. The availability of electric

power and energy, irrespective of whether any electric power and
energy 1is actually used. Supplying of service by Company consists
of the .maintena_nce by the Company at the point of delivery of
approximately the established voltage and frequency by means of
facilities adequate for carrying Customer's proper load.

8. Point of Delivery. Customer's service terminal, or
the point where the Company's wires are Jjoined to Customer's wires
or apparatus, unless otherwise specified in Customer's Service
Agreement.

9. Customer's Installation. In general, all wiring,
appliances and apparatus of any kind or nature on Customer's side
of the Point of Delivery (except Company's meter installation)
useful in connection with Customer's ability to take electric
service.

* APPROVED FOR FILING
' DECISION #: 6208

= XY 2




URIGINAL

(a) Service Drop. The wires owned by Company

10. Service Facilities.

connecting Company's distribution system +to Customer's service
entrance conductors.

(b} Service Entrance Conductors. The portion of
Customer's installation to which Company's Service Drop is
connected.

11. Month. An interval of approximately thirty (30)
days Dbetween successive meter reading dates, except when the
calendar month is specified.

12. Service  Aqreement. The agreement or contract
between Company and Customer pursuant to which service is supplied

and taken.

13. Connected Ioad. The combined nominal rated capacity
of all motors, or other energy consuming devices, installed on
Customer's premises, which may be operated with energy supplied by
Company.

14. Horsepower. The term horsepower shall be construed
to mean the equivalent to 750 watts.

15, Notice. Unless otherwise specified, a written
notification delivered personally or mailed by one party to the
other at such other party's last known address, the period of
notice being computed from the date of such personal delivery or

mailing.

16. Meter. The wmeter or meters, together with auxiliary
devices, 1f any, constituting the complete installation needed to
measure the power and energy supplied to any individual Customer at

a single point of delivery.

17. Customer Extension. Any  branch from, or
continuation of, an existing line to the point of delivery to
Customer, including increase in capacity of any of the Company's
existing facilities, or the changing of any line to meet Customer's
requirements and including all transformers, service drop, and
meters.

18. Standby Service. Standby service shall be construed
to mean service to a load for which Customer has available an

alternative source of power other than that provided by Company.
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SERVICE AGREEMENTS

15. Form and Execution of Service Acrreements. Each
applicant for service shall make a written application therefor on
the Company's standard form, or execute a formal contract. The

Company.‘ s  standard appl?'.cation form, when signed by the Company's
authorized representative as well as the Customer, becomes a
binding Service  Agreement.

_ 20. Term of Service Adgreement. Unless otherwise
provided, service agreements are to continue in effect for an
initial period of one (1) vyear where a new service is provided.

21. Expiration or Renewal of Service Asreements. Unless
otherwise provided, each Service Agreement will automatically
extend its expiration date for additional successive periods of one
(1} year each, unless and until either party has notified the other
in writing not less than thirty (30) days prior to the end of any
such period of 1its desire to temminate such agreement.

_ 22. Company's Risht to Cancel Service Agreement or to
Terminate or Suspend Service. The Company may suspend or terminate
service for the reasons and pursuant to the procedures specified in

Commission Rule R14-2-221.

23. Chanse of Address of Customer.

(a) When Customer changes his address he shall give
notice thereof to Company at least three (3) working days prior to
the date of change.  Customer will be held responsible for all
service supplied to the vacated premises until such notice has been
received and Company has had & reasonable time, but not less than
three (3) working days, to discontinue service.

(b) If Customer moves to an address at which he
requires electric service for any purpose specified in this Service
Agreement, and at which address Company has such service available
under the same rate schedule, the notice shall be considered as
Customer's request that Company transfer such service to the new
address; but if Company does not have such service available at the
new address the old Service Agreement shall be considered
cancelled.

(c} If Company has service available at the new
address to which a different rate schedule applies, a mnew Service
Agreement, including the applicable Rate Schedule, will be offered
to Customer. Company will meke transfers of service as promptly as
reasonably possible after receipt of notice.

24, Successors and  Assisns. Service Agreements shall
inure to the benejf it of and be binding upon the respective heirs,
legal representatives, and successors by operation of law, of the
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parties thereto, but shall be voluntarily assignable by either
party only with the written consent of the other, except that

Company may, without Customer's consent, assign any Service
Agreement to any person or corporation, in any lawful way acquiring
or operating all or any part of Company's property used in
supplying service wunder such agreement.

SUPPLYING AND TAKING OF SERVICE

) 25. Power Supply. Alternating current at approximately
sixty (60} cycles. Secondary distribution voltages are available

at 120/240 volts, 120/208 volts and 277/480 volts.

26. Supply of Service, Service will be supplied only
under and pursuant to these service regulations, and -any
modifications or additions thereto lawfully made, and- such
applicable rate or rates as may from time to time be lawfully
fixed. Service will be supplied under a given Rate Schedule only
at such points of delivery as are adjacent to facilities of the
Company adequate and suitable as to capacity and voltage for the
service desired. Otherwise, special agreements between Customer
and Company may be required.

217. Continuity of Service. Company will use reasonable
diligence to supply steady and continucus  service, but does not
guarantee the service against irregularities or interruptions.
Company shall not be 1liable to Customer for any damages occasioned
by service irregularities or  interruptioms.

If compliance with orders or formal requests of any
governmental agency, curtailing or diverting Company's available
electric power resources make it impossible for Company to supply
the full electric power requirements of all its Customers, Company
shall not be liable for any injury or loss caused by the resultant
curtailment, in whole or in part, of its supply to any Customer.
If any such curtailment reduces the amount of power available to a
Customer below the minimum amount contracted for, such Customer:
shall be relieved. of the ¢bligation to pay more than the amount of
power from time to time made available by Company.

Inability on the part of the Company to meets its
contractual obligations to any Customer, when such inability is due
to Company's compliance with an order or formal request of an
governmental agency, shall not constitute default on the part of
Company as to any contract or agreement, and any contract or
agreement affected by such compliance shall remain in full force
and effect except as necessarily modified during the effective
period of such order or formal request.
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28. Suspension of Service for Repairs and Chanses.

{a} When necessary to make repairs to or changes in
Company's plant, generating equipment, transmission or  distribution
system, or other property, Company may, without incurring any
liability  therefor, suspend service for such ©periods as may be
reasonable, necessary, and in such manner as not to inconvenience
Customer unnecessarily. The Company will attempt to inform
affected customers of  scheduled service interruptions of longer
" than four (4) hours duration at least twenty-four (24) hours in
advance of the scheduled interruption. :

{b) There shall be no abatement of demand, minimm
or similar charge for months in which such suspensions do not
exceed an aggregate of twenty-four (24) hours. There shall be a
pro rata reduction in such charges for months in which such
suspensions do exceed that amount. ‘

29. Use of Service.

{a) Service shall be supplied directly to Customer
through Company's own meter, and shall be used by Customer only for
the purposes specified in and in accordance with the provisions of
the Service Agreement. Service shall be for Customer's use only,
and under no circumstances may Customer or Customer's agent, or any
other individual, association or corporation install meters for the
purpose of remetering or reselling or otherwise disposing of
service supplied Customer to lessees, tenants or others, except in
accordance with the Service Agreement of Company which specifically
authorizes such wuse of the service. In no case shall Customer,
except with the consent of Company, extend or connect his ]
installation to lines across or under any street, alley, lane, :
court or avenue, or other public or private space in order to
obtain service for adjacent property through one (1) meter, even :
though such adjacent property be owned by Customer. In case of
such unauthorized remetering, sale, extension, or other disposition '
of service, Company may immediately = discontinue the supplying of
service to Customer until such unauthorized remetering, sale, or
act is discontinued and full payment is made for all service
supplied or wused, billed on proper classification and rate
schedules, and reimbursement in full is made to Company for all
extra expenses incurred, including expenses for clerical work,
testing and inspections.

30. Risht—-of-Way. Without  reimbursement, Customer  shall
make or procure conveyance to the company of right-of-way
satisfactory to Company across the property owned by or~ controlled ,
by Customer for Company's lines or extensions thereof necessary or |
incidental to the supplying of service <to Customer.
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31, Access to Premises. The duly authorized agents of
Company shall have access at all reascnable hours to the premises
of Customer for the purpose of inspecting wiring and apparatus,
removing or replacing Company's property, reading of meter and all
other purposes dincident to the supplying of service.

32. Location of Customer's Service Entrance Conductors.
Customer's service entrance conductors shall be located at a point
readily accessible to Company's Service Drop, such point to be
determined by Company. .

CUSTOMER'S TNSTALLATION

) 33. Customer's Facilities for Receiving Service.
Customer's facilities for receiving shall be installed in
accordance with Company's standard "Specifications for Electric
Service and Meter Installations” and the National FElectric Code.
The Company's specifications mentioned above are on file at
Company's office and are hereby made a part of these Rules and

Regulations.

: 34. Nature and Use of Installations. Customer shall not
employ or utilize any equipment, appliance, or device so as to
affect adversely Company's service to Customer or to others. When
polyphase service is supplied by Company, Customer shall control
the use thereof so that the load at the Point of Delivery will be
maintained in reascnable electrical balance between the phases.

35. Power Factor. When florescent, neon, zeon, or other
hot or cold cathode types of gaseous tube lighting having similar
power factor characteristics are installed and wused, Customer may
be required to furnish, install and maintain, at his own expense,
corrective apparatus designed to maintain at not less than
approximately ninety percent (90%) lagging, the power factor of
each unit of such equipment or group of such eguipment ceontrolled
as a unit by a single switch or its equivalent which controls only
such = unit. :

) The Company shall have the right to refuse or
discontinue service to any- such installation, until Customer has

complied with the foregeing provisions.

The determination of power factor shall be made by
the wattmeter—voltmeter  method.

36. Phase of Motors.

(a) 1Individual motor installations requiring less
than five (8) horsepower shall be single phase. Motors not
exceeding one-half (1/2) horsepower shall be for 115 volts; and
motors of one half (1/2) horsepower to five (5) horsepower, 230
volts. Exceptions may be served at the option of the Company.

6
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(b) For installation of five (5) horsepower and
over motors, three (3) phase alternating current will be furnished
at the voltage stated in the Service BAgreement; but single phase
service, at the option of the Company may be furnished for
installations of five (5) horsepower and over motors, where Company
has only single phase available at the point where Customer desires
service.

37. Current Limiting Devices.

(a) RAuto starters or other suitable starting
devices shall be provided by Customer for =all motors having above
five (5} Thorsepower.

(b) A1l motors starting on other than light load
shall be provided with suitable devices or be of a suitable type to
limit the starting current.

38. Chancres in Installation. As Company's service drop,
transformers, meters, and other facilities used in supplying
service to a Customer have a definite limited capacity, before
making any material changes or increases 1in Customer's

installation, Customer shall give notice thereof to Company, and
obtain Company's consent thereto. Company as promptly as possible
after receipt of such notice will either give its approval to the
proposed change or increase or will advise Customer upon what
conditions service <can be supplied for such change or increase.

35. Inspection by Company. Company shall have the
right, but does not assume the duty, to inspect Customer's
installation at any time, and from time to time, and to refuse to
commence or to continue service whenever 1t does not consider such
installation to be in good operating condition, but Company does
not in any event assume any responsibility whatever in connection
with Customer's installation.

40. Customer's Responsibility. Customer assumes all
responsibility on Customer's side of the Point of Delivery for
service supplied or taken, as well as for the electrical
installation, appliances, and apparatus used in connection
therewith, and shall save Company harmless from and against all
claims for injury or damage to persons or property occasioned by or
in any way resulting from such service or the use thereof on
Customer's side of the Point of Delivery.

COMPANY 'S INSTALLATION

41. Installation and Maintenance. Except as otherwise
provided in those rules and regulations, in Service Agreements, or
Rate Schedules, Company will install and maintain its lines and
equipment on its side of the ~Point of Delivery, but shall not be
required to install or maintain any lines or equipment, except
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meters, on Customer's side of the Point of Delivery. Only
Company's agents are authorized to connect Company's service drop
to Customer's service entrance conductors.

42. Connections to Customer's Service. The service drop
will ordinarily be installed overhead. If Customer desires to have
the service drop installed in any other manner, special arrangement
will be made between Customer and Company whereby such service drop
will be installed and maintained at Customer’s expense.

43. Protection by Customer. Customer shall ©protect

Company's  wiring and apparatus on Customer's premises and shall
permit no one but Company's agents or persons authorized by law to
inspect or handle same. In the event of any loss or damage to such
property of Company caused by or arising out of carelessness,
neglect, or misuse .by Customer or other unauthorized persons, the
cost of making good such loss or repairing such damage shall be
pald by Customer.

METERING
44, Installation.
(a) Meters, Company will furnish and install

necessary meter or meters, and Customer shall provide and maintain
locations for installation thereof free of expense and satisfactory
to Company.

(b) Accuracy TLimits. After being tested, meters
shall be adjusted to as near =zero error as practicable. Meters

shall not remain in service with an error over two percent (2%) of
tested capacity, or if found to register at no load.

{c) Before Installation. New meters shall be
tested. Removed meters shall be tested before or within sixty (60)
days of installation.

() Periodic. In service  meters shall be
periodically or sample tested every five (5) vyears.

(e) Reauest. Upon written request, the Company
shall promptly test the accuracy of Customer's meter. If the meter
has been tested within twelve (12) months preceding the date of the
request, the Company may require the Customer to make a deposit in
the amount approved by the Commission for testing in the Company's
tariff. If the meter is found to have an error of more than two
percent (2%) capacity, the deposit shall be refunded; otherwise,
the deposit shall be retained as a service charge.
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(f) Meter Error Correction. If a meter tested
pursuant to this section 1is more than two percent (2%) in error,
either fast or slow, proper correction will be made and adjusted
bills <rendered as specified 1in Commission Rule R14-2-210.

45. Evidence of Service Use. The registration of
Company's meter shall be accepted and received at all times and
places as prima facie evidence of the amount of power and energy

taken by Customer.

46. Voltage of Installation. Metering will be at
secondary voltage unless otherwise specified in service contracts.

BILLING

47. Billing Periods. Bills ordinarily will be rendered
reqularly at monthly - intervals, but may be rendered more frequently
at Company's option. Non-receipt of bills by Customer shall not
release or diminish the obligation of Customer with respect to

payment thereof.

48, Minimums. When a Customer receives service for less
than thirty (30) days during the billing period, the applicable
monthly minimumm shall apply.

49. Separate Billing for Each Point of Delivery. At
each Point of Delivery use of service shall be metered separately
for each Customer service. Whenever for any reason Company
furnished two (2) or more meter installations for a single Customer
or supplies service under a Rate Schedule which does not require a
meter, each point of metering and/or point of delivery where no
meter is required shall be considered as a separate service. A
separate Service BAgreement will be required, and bills will be
separately calculated for each such separate service, except where
Company may, under special circumstances, waive this requirement.

50. Billing Seasonal Customers. Seasonal customers
shall be billed monthly as electric power™'is used. A  Customer may
elect to pay ‘his bill in advance and forgo paying his "bill monthly.
Any deficit between the guaranteed amount and that actually
received by the Company, from either monthly payments or advance
payments, shall become payable at the beginning of the twelve (12)
month  period. The Company shall read the meters at the beginning
of each seasonal year. Company readings indicating usage not
billed shall be equally divided over the months since the last
Company reading.

51. Pavment of Bills. All bills for service become due
and payable and DELINQUENT if not paid within twenty (20) days from
date of bill, and service may be disconnected wupon five (5} days
written notice to Customer. When so disconnected, service will not
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be restored until all bills, together with any authorized charges
of disconnecting and reconnecting the service are paid.

52. Tax Adjustment Clause, In the event any city,
municipality or other governmental body shall impose a gross
revenue, transaction privilege, occupation or franchise or other
similar tax upon the Company for power supplied, the amount of such
tax shall be billed to and paid by the Customer receiving power
from the Company.

53. Charge for Restorins Service. If service to
Customer 1is discontinued for non-payment of bill or other violation
of the Service Agreement, then, before service is re-established,
Customer shall pay the Company the authorized recomnect fee and any

past due amounts.

54: Theft of Service. In any case of tampering with
meter installation or interfering with the proper working thereof,
or any other theft of service by any person, or evidence of any
such tampering, interfering, theft or service diversion by
whomsoever done, Customer shall be liable to immediate
discontinuance of service as provided in Paragraph 22 of the
Service Agreements, and Ceompany shall be entitled to collect from
Customer at the appropriate rate for all power and energy not
recorded on the meter by reason of such tampering, interfering, or
other theft or service diversion, (the amocunt of which may be
estimated by Company from the best available data) and also for all
expenses incurred by Company on account of unauthorized act or

acts.

55. Cancellation Within Period of Service Agreement.
Where the Customer entirely suspends operations during the Service
Agreement period with the intention permanently to abandon them,
the Service Agreement may be canceled by written notice to the
Company not less than thirty (30) days before the effective date of
the proposed cancellation, and by paying to the Company the amount
of all balances due. = No such cancellation shall release the
Customer from his . obligation under any term minimum guarantees
based on special investment made by the Company to serve the
Customer. If the discontinuance by Customer 1is a breach of the
service agreement, the right of the Company to collect the sums
mentioned herein shall be in addition to all other rights it may
have on account of such breach.

SELECTION AND APPLICATION OF RATE  SCHEDULES

56. Selection of Rate Schedule.

(a) When a prospective Customer makes application
for service, Company will, upon request, assist in the selection of
the rate schedule most appropriate to Customer for <the service
requested. The selection will be based on the prospective

10
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Customer's statement as to the class of service desired, the amount
and manner of wuse, and any other pertinent information. This
statement will be recorded and filed with the application. Company
shall not be liable for any errors in connection therewith and
Company does not assure any particular bill result.

(b If through error a service agreement 1is entered
into specifying a Rate Schedule which is not applicable to the
class of service taken, on discovery of the error, all bills
rendered during the preceding twelve (12) months shall be
recalculated in accordance with the lowest properly applicable rate
schedule, and any excess paid shall be refunded by Company, or any
balance due shall be paid by Customer, as the case may be.

57. Distinction Between Residential and Commercial
Service. Private dwellings in which space is occasionally used for
the conduct of business by .a person residing therein will be served
under the standard residential rate. Where a portion of a dwelling
is regularly employed for the conduct of business the electricity
used in that portion will be separately metered and billed on the
appropriate  commercial rate. If separate circuits are not provided
by Customer, the entire premises will be classified as non-
residential and billed accordingly. .Service rendered through
one (1) meter to apartment houses and to recognized rooming and/or
boarding houses will be considered commercial service.

58. Chanse to Optional Rate Schedule. A Customer being
billed under one of two or more optional Rate Schedules applicable
to his class of service may elect to be billed on any other
applicable Rate Schedule by notifying Company in writing and
Company will bill Customer wunder such elected schedule from and
after the date of the next meter reading. However, a Customer
having made such a change of rate schedule may not make another
such change within the next twelve (12) months unless during such
period there have been issued changed or additional Rate Schedules
applicable to Customer's class of service.

59. Lishtinu on Power Schedules. Lighting service will
not be supplied under any power Rate Schedules unless it is so
specified in such power Rate Schedule, and when so supplied
Customer will provide and maintain all auxiliary apparatus
(transformers, regulators, etc.) that may be necessary. Service
supplied to motor generators, any portion of the output of which is
used for lighting purposes, shall be considered lighting service.

60. Temporary and Standby Service.

(a) Temporary and standby service shall not be
rendered except under a special agreement between Company and
Customer unless the temporary service 1is provided during
construction where a permanent service will be established.

H APPROVED FOR FILING
DECISION #:.6//98




ORIGINAL

(b) In no event will Company supply power and
energy for the purpose of starting or furnishing excitation or
other auxiliary service necessary to the operation of any of
Customer's generating plant or for parallel operation of Customer's
generating equipment with Company's system except under a special
agreement between Company and Customer.

DEPOSITS

61. When _Reumired. Consistent with Commission Rule R14-
2-203, the Company, at the time application for electric service is
made or at any time thereafter, may require a cash deposit or
guarantee satisfactory to the Company to secure the payment of
bills as they become due. Such deposit or guarantee may be held in
its entirety by the Company wuntil final settlement of - Customer's
account, and any balance remaining will be held subject to
Customer's order without  interest from the date of final
settlement; provided, however, that residential deposits and
accrued interest will be refunded or other guarantee terminated
after twelve (12) months of service if the Customer has not been
delinquent more than twice in the payment of wtility bills. The
amount of such deposit shall not exceed the estimated cost of
service for ninety (90) days, and may be paid in three (3) equal
monthly installments. '

62. Third Party Guarantees. Third party guarantees in
lieu of a deposit shall be permitted upon demonstration of a
guarantor's satisfactory  credit standing.

63. Interest. All cash deposits made by Customer to
secure payment of bills will draw interest at the rate of six
percent (6%) per annum or any other rate that may be set by the
Commission. Interest due at date of discontinuance of service will
be credited on final bills of Customer or included with the amount

refunded.

64. Refunds. Subject to the provisions of Paragraph 61,
deposits shall be refunded upon Customer's request after a
satisfactory payment history of twelve (12) months. Interest will

be earned in accordance with Paragraph 63. The original deposit
and interest will be applied as credits toward the Customer's power
bill. Non-residential customers not requesting a refund within

three (3) years will automatically receive their deposit plus
interest earned as credits provided they have maintained a
satisfactory credit history. The Company presently refunds all
deposits on a three (3) year rotation cycle for all deposits on the
books of the Company. {(Deposits paid in 1998 will be refunded in
2002, etc.)
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APPLICATION OF AND CHANGES 2AND ADDITIONS TO SERVICE

REGULATIONS AND RATE _SCHEDULES - CONELICTS

65. Application of Rules and Requlations and Rate
Schedules. 'All service agreements at present in effect or that may
be entered into in the future are made expressly subject to these
Rules and Regulations, any modifications hereof that may be
lawfully made and subject to all applicable existing rate schedules
and additions thereto. When practicable, thirty (30) days notice,
either by mail or by publication in local newspapers, will be given
to any Customers affected by any such change, addition or

substitution.

66. Conflicts.  In -.case of conflict between any
provision of these Rules and Regulations, Customer's service
agreement, or a rate schedule, the provision of the service
agreement takes precedence, followed by the provision ~of the rate
schedule.

8545680
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GARKANE ENERGY- COOPERATIVE, INC:
BOARD POLICY_NO; 206-B

ELECTRIC SERVICE REGULATION NO, 68
' STATE QF ARIZONA

'LINE EXTENSION POLICY

‘1. General Proﬁsmns - Garkane Energy Cooperailve Inc (Cooperatlve) wﬂl prov1de electnc.

service to all within the boundaries of its service area when free rights of way and continued -
access for servicing are provided on the applicant's premises, and the applicant complies Wlth',
;the COIldltIOIlS of one of the followmg classxﬁcatlons as determmed by the assocw.hon ‘

@

. ".-(b)’.:

"’Permanent Semce " as herem deﬁned, mcludes setvice to Re51dent1a1 General'.

- Service and Large Power When the use of semce both as to amount and permanency,

_can be assured, .

"Inde‘termmate Semce ".as herem deﬁned mcludes but not hnuted to,. service -to -
mines, quarries; oil wells, industrial,’ manufactlmng, and large commercial enterprises
of speculative character, real estate’ subdivisions, mobile homes and recreational

-vehicles, property being developed for sale, enterprises where the applicant will not be .

the user of service, locations where there is little or no immediate demand for’ service’
by any other consumer, séasonals, and other service (except that defined hereinafter as. :
"Temporary’ ) where the amount and permanency of use cannot reasonably be assured

"Temporary Service," as herem deﬁned, includes but not lnmted to service to circuses,

- bazaars, fairs, concessions and similar enterprises, construction work, etc., of’ a
' temporary pature, and ventures of such - uncertain speculative character that their ~

permanency is quesuonable such as mining or oil-and gas productlon operations; etc.,

- which, during the preliminary or development penod of same, may at Assomatxons n
' 0pt10n, be class1ﬁed in this category of service. 4 . :

~(d) A-,Depos1ts -or con‘!nbutlons in aid. of construcnon wﬂl be caiculated to. reﬂect the

- estimated constmcnon costs as- entered on the books of the assocxatlon .

»2. Extensmns for Permanent Semce Outmde of Subdivisions: -

@

Free Extensmns Upon the- samsfactory completlon of reqmred site’ maprovements as .

'determmed by the Cooperative, the Cooperative will make . single phase extensions "

~ from its existing overhead facilities of proper voltage and -adequate capacity free of+
_ charge a distance of up to’six hundred (600) feet where the property to bé served is not
© within a subdivision. The distance of six hundred (600) feet is to be measured from the -

existing facilities of the Cooperative's distribution facilities . capable of: serving' the

Consumer. Line extensions made under- this extension policy for three phase overhead -

service Wﬂl be subject to an allowance of two hund:ed (200) fect free footage of hne

Revised 10/1/07
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GARKANE ENERGY COOPERATIVE, INC.

STATE OF ARIZONA. . .
_ LINE EXTENSION POLICY - cont,

. ~(b)  Extensions in Excess of Free Extension Distance: The Cooperative shall make
* extensions in excess of six hundred (600) feet tupon recelpt of a non-interest bea.nng, :

- reﬁmdable cash deposit with the Cooperative to cover the costs of ‘construction, as

.- mentioned in Ttem 3 below. The total cost of such additional footage shall be based
"upon a current constructlon cost study made by the Cooperatrve for overhead smgle

- phase extensmn ~ :

L THREE PHASE EXTEN SIONS IN EXCESS OF FREE EXTENSION DISTANCE SRR

: The Cooperanve shall make extensmns in excess of two. hundred (200) feet upon: rec:erpt of a .
- Anon—mterest bearing refundable cash deposit with the Cooperatwe to cover, the costs of construction. : -
.- THé total cost-of such additional footage to be based upon a current constriction cost study made by‘~ L
e the Cooperatlve for Three Phase Extensrons ' . e .

L Method of Refund The rnethod of refundmg for three phase extensmns Wﬂl be.in- the' .
. orderof reﬁmdmg for single phase as set forth in the example in Sectlon 3, except 200 fio
o sha].l be used m plaee of 600 ft.,if the new- extensmn 18 three phase S

o '3.‘_" Method of Refunds Depos1t reﬁmds wﬂl be made to a. depos1tor when separately metered .
pennanent Consumers are served directly from. the line extension ongmally constructed to
~ . .serve said dep031tor prowdmg the new hine extensmn is less than six hundred (600) feet -
L dlstance : I

. The a.mount of the deposrt refund will be equal to. the actua.l cost per foot of constructmg : .
o the line, multlphed by six hundred (600) feet 1ess the actual footage of the-new hne extensrou e
“— 1reqmred to serve the new Consumer : S g

In 16 eVent shall the total of the refund payments made by fhe. cooperattve to a depos1tor e L

- ‘{": 'be m excess of the deposrt amount advanced_

If a.ﬁer ﬁve (5) years ﬁom the Cooperatrves recerpt of the advance requn‘ed for, thei"

L ‘estrmated cost; of the new line to be construtted ‘has‘'not been totally, refundéd, the advance’ -

I .shall be con31dered a contabutlon m aJd of constructron and shall nb longer be. refundable

. o .. . -Page 2-
: 107_01-1/_1504032v4 - S
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GARKANE ENERGY COOPERATIVE IN C.

STATE OF ARIZONA
LINE EXT, ENSION POLICY cont

A pictorial explanation of the metﬁbd o'frelgundhbésea uponthe rmtral r:_:it'e per foot is as follows:

Apphcant mAT Apphcant puts up refundable deposit for footég‘e.oyer 660 fee’t ‘(14(:)0' @ '

Aactual line extensmn cost ) -

Apphcant "B"- Apphcant puts up refundable dep051t for footage over. 600 feet (900‘ @

- actual lme extensron cost) No refund is due Apphcant "AY because total constructlon Was OVer, 600 e
- feet. . : . R : -

Apphcant "C" No charge to apphca;ut However Apphcant "A" will get-a refund. (400’

- 'aetual hne extensmn coat) Lme "C” ties chreotly mto Lme "A" and itis: under 600 feet

Apphcant "D“ No charge to apphcant, Apphcant A" Wﬂl get a refund of 590’ @ actual lme_, o

E ) extensmn cost because Line "O" tles du'ectly mto Lme "A"

A Apphcant "E'f No charge to apphcant Apphcant "B WIH get a reﬁmd (200' @ actual lme', AR
‘extensmn cost) Lme "B tres dJrecﬂy mto Line "B" S . -

Apphcant "F" - No charge fo apphcant. Apphcant "B Wﬂl get a reﬁmi (300' @ actualhne ”

’ .extensmn cost.)- Lme "F" ties dJrectIy mto Lme "B "

_ngé. 3-.




' GARKANE ENERGY COOPERATIVE, INC. -

STATE OF ARIZONA -
LINE EXTENSION POLICY -cont.

4. EXtension for Indeterrninate Service5 ‘

@

)

BCR

The apphcant may - be requn'ed to make a nonrefundable contnbutlon'm—ard of
- construction for the entire construcnon mvestrnent and they must enter into a oontract. o

Wrth the assocratlon

Platted developments being subdrvrded for future potentral resrdentlal homesites w111 '
'.requlre a constructlon contnbutlon to be made to cover the cost of the basic backbone - .
. ‘primary system’ be]ng mstalled A standard 200 amp serv1ce will be allowed for.r '
' Amdetermmate services, both overhead and underground . .

In the event an mdetermmate semce isreclassified fo permanent sérvice, the provrsmn '
of extenswns for permanent semce shall apply aﬁer the date of the reclassﬁcahon.

5. Overhead Oor. Underground Drstnbutton Facﬂmes ,Wlthm Mobﬂe Home Parks’ For Dulv
' 'Recorded Real Estate - Subdivisions: Drstnbutron facilities’ -will. be constructed by - -the

Cooperatlve within a duly recorded subdivision of mobile home park after the Cooperatrve and
.. the developer of said subd1v1s10n or park have en’tered mto a wrrtten contract which provrdes.
. among other. thmgs for: : :

Advance Deposrt The total estimated installed cost of such dlstnbutron fac1ht1es exclusrve
- of a standard 200 amp service is to be advanced to the Cooperatlve asa nonreﬁmdable cash deposrt :
i to cover the Cooperatlve s cost of constructron o : . A . -

- Lme Facﬂmes ‘Where smgle phase hne facrhties w1tbm a subdrvrsron or moblle home. park exceed' : IA . NI

the cost of'a standard 200 amp- service for each lot, a nonrefundable cash amount equal to that

“portion of the total estlmated mstalled cost. represented by those requu:ed line’ facrhtles shalll be pa1d )

‘to the Cooperanve

© 6. Extensrons for Temporary Semce

R @

@

.(C.)"
@

10703-1/1504032v4

For servrce classrﬁed as "Tempora.ry " Assocratron shall reqmre apphcant to. pay L

. Assocratlon in advance of construction an amount equlvalent o Assoc1a.tron s estimate -

. of the total cost of construcnon and removmg the extensron less’ estrmated salvage. FR
_value of matenals used . . :

Service prov1ded to a temporary extensron sha]l be bl]led in accordance wrth the rate i
schedules apphoable L P _ -

Assocmnon may reﬁlse fo connect addrtronal consumers ‘o temporary extensrons

A Serv1ce over a temporary extensmn will not be connnued for a penod longer than'

e1ghteen (18) months a.nd if eonsumer desu‘es service thereafter, said contmued' g

Paged
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GARKANE ENERGY COOPBERATIVE, INC.

" STATE OF ARIZONA |
. LINE EXTENSION POLICY - conf. -

'servlice shall be furnished urider the terms of either the "Permanent” or "indsterminate”
plan, if Association's estimate -of ‘the future use of servree Justrﬁes and oontmued
opera‘uon and mamtenance of the Ime ' : .

Undgground Extensrons to- Ind1v1dua1 Apphcants and/or to the Penmeter of DulLRecorded :
Real Estate Subdwrsrons . : )

(aj ‘{'Underground hne ‘extensions. wrll genera]ly be made when mutually agreed upon by

the Cooperative and. the apphcant ot in areas where the Cooperai:rve does mamtam . '

. ex1stmg underground dlstnbutlon facrhtles for its operatmg convemence

) 'The apphcant sha]} provrde at his expense tbe trenchmg, baclcﬁlhng (mcludmg any

"+ imported backfill required), compaction, repavmg anid"earth-work -for pull ‘boxes’ or -
- other preparauon for electrical apparatus tecessary for the installation of underground’
-+ facilities, all in accordance with the specifications and:schedules of the Cooperative.. -

Aty option, the Cooperatrve may elect ‘at the apphcant's expénse to perform the. -
. hecessary “activities to fulfill the: applicant's responsibility - hereunder - provided the .

h expense to the apphcant is equal to or less than that Whlch Would otherw1se be bome '

(c) ‘ anary and/or secondary underground poWer ]mes Wﬂl be supphed upon request' '
L . -when feasible; however, the’ consumer W111 bea.r the cost drfferenﬁal between
: underground and. overhead constructlon, L - c

(@) Servrces that are pot standa:rd 2(}0 amp semces and reqmre addltronal costs to. mstaﬂ -

" in either power hne capacrty or because of unusual constructron, Wﬂl also be pard for"
a by the consumer . . , e

. ’(é) . The Assocrahon wﬂl mstall own and mamtam a]l underground facrhhes to the pomt of . L

S :-delrvery

- Large indusmal Loads Laroe mdus—trlal Ioads mvolvmg Specral construcuon or crrcumstanees -
: ’wﬂl be mdlvrdually analyzed and the prov1s10ns ‘of the. extensron pohcy apphed as agree upotr L

' '-Customer Extensron Rev1eW The customer may request a review of thrs contract at such ’ame oo
" that he feels-the circumstances have changed to the extent thai his extension charges should T
. either be réduced or ehmmated_ Such circumstances Would be the addrtlon of customers to the

- 'hne on whrch his extensron charge Was calculated

‘10.

_ 'Hook Up Fees ‘The hook—up fee shaJl be based upon the service entrance main breaker and/or
- fuse sets amperage and nominal setvice voltage. Whete there are more ‘than one service

' entrance main breakers and/or fuse sets the hook-up. fee shall be based upon thé sum. of such
" ‘devices. - Service enh‘a.nces which afe’ upgraded and result in mcreased capacity shall be -

. 10703-1/1504032v4

assessed a hook-up fee equal to. the drfference between the ongmal service enu‘ance size and

~'Pagev5- '
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GARKANE ENERGY COOPERATIVE INC

| STATE OF ARIZONA - _
LINE EXTENSION POLICY - cont.

the ﬁpgraded service entrance size. Service entrances which are upgraded for safety reasons or
system improvements without increase in service capacity may have-the hook-up fee waived.
In new subdivisions hook-up fees shall be assessed to the lot owner at the time the’customer

requests service to the lot.

" 'Hook-Up Fees Sohedule '

RESIDENTIAL OR NON~DEMAND SERVICES
(Smgle Phase 120/240 volt Serv1ce) '

OVERHBAD OR UNDERGROUND SYSTEM CONNECTION

0-100 amps . 4 . © $1,000.00
. 101-200 amps . .. . S T $2,000.00
Each addmonal 100 amips, or portlon thereof $1 OOO 00
COMl\/[ERCIAL IRRIGATIONAL GENERAL SERVICE OR ALL OTHER
SERVICES :
Installed Meter Capac;ty - o o S40KW
or Minimum Tmpact Fee -~ R - $1,000.00

Upgrading of ,e)'gisﬁng service will require the applicable hook-up fees to be paid.

~-Page 6-
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GARKANE ENERGY COOPERATIVE, INC.
LOA, UTAH, 84747

STATE OF ARIZONA
INDEX OF RATE SCHEDULES
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GARKANE ENERGY COOPERATIVE, INC.

ELECTRIC SERVICE
SCHEDULE NO. RES01
STATE OF ARIZONA

RESIDENTIAL SERVICE

AVAILABILITY: At any point on the Cooperative's interconnected system within the state of Arizona,
outside of the incorporated boundaries of Colorado City, where there are facilities of adequate capacity subject to
the Cooperative's established rules and regulations. The capacity of individual motors served under this Schedule
will not exceed 10 H.P. This rate not for resale.

APPLICATION: This Schedule is for alternating current electric service supplied at approximately 120 /
240 volts single phase through one kilowatt-hour meter at a single point of delivery for all service required on the
premises for residential purposes.

When a portion of a dwelling is used regularly for business, professional or other gainful purposes, the
- premises will be classified non-residential and the appropriate schedule applied. However, if the wiring is so
arranged that the service for residential purposes can be metered separately, the Schedule will be applied to such
service.

MONTHLY BILL: Base Rate: §$ 22.00 per month
Energy Charge: $ 0.07180 per kWh

MINIMUM MONTHLY CHARGE: The minimum monthly charge under the above rate shall be the
monthly Base Rate, or as provided by contract. Payment of the minimum monthly charge does not entitle the
consumer the use of any kWh's of electricity.

TEMPORARY DISCONTINUANCE OF SERVICE: If a customer requests connection or reconnection of
service at the same location within a 12-month period, he shall be required to pay the monthly customer charge for
each of the intervening months.

ELECTRIC SERVICE REGULATIONS: Service under this Schedule will be in accordance with the terms
of the Electric Service Agreement between the customer and the Association. The Electric Service Regulations of
the Cooperative on file with and approved by the Arizona Corporation Commission, including future applicable
amendments will be considered as forming a part of and mcorporated in said Agreement.

WHOLESALE POWER COST ADJUSTMENT: The foregomg rates are based upon the Association's cost
of purchased power. The Cooperative’s base cost of power is $0.037493. Rates are subject to the imposition of any
purchased power adjustment, reflecting changes in this cost either upward or downward, which may be established
for billing from time to time.

TERMS OF PAYMENT: The above rates are NET and are DUE and PAYABLE within twenty (20) days
from the date of the bill.

TAX ADJUSTMENTS AND REGULATORY ASSETS: Total monthly sales for electric service are
subject to adjustment for all federal, state and local government taxes or levies on such sales and any regulatory
agencies on utility gross revenues.

APPROVED:
EFFECTIVE:




GARKANE ENERGY COOPERATIVE, INC.
ELECTRIC SERVICE
SCHEDULE NO. IRR04
STATE OF ARIZONA

IRRIGATION SERVICE

AVAILABILITY: At any point on the Cooperative’s interconnected system within the state of Arizona
where there are facilities of adequate capacity.

APPLICATION: This Schedule is for alternating current, single or three-phase electric service supplied at
the Cooperative’s standard secondary voltages through a single point of delivery for service to motors on pumps,
pivot sprinkler systems, and machinery used for irrigation and soil drainage subject to the Cooperative’s established
rules and regulations. If energy usage for other purposes exceeds 10% of the total energy provided, the point of
delivery shall be classified as non-irrigation and electric service shall be provided under the appropriate general
service schedule. This rate is not for resale.

TYPE OF SERVICE: Single and three-phase, 60 cycles, at available secondary voltages.

MONTHLY BILL: For any month connected:
Base Rate
Base Charge, Single Phase $ 75.00 per year
Base Charge, Three Phase $ 125.00 per year
Demand Charge, per kWh per month  $  7.30 per kWh
Energy Charge, per kWh per month $ 0.0570 per kWh

MINIMUM: The minimum monthly charge under the above rate shall be the monthly Base Rate, or as
provided by contract. Payment of the minimum monthly charge does not entitle the consumer the use of any kWh's
of electricity.

DETERMINATION OF BILLING DEMAND: The billing demand shall be the maximum average
kilowatt load used by the consumer for any period of fifteen (15) consecutive minutes during the month for which
the bill is rendered as measured by a demand meter.

POWER FACTOR: The consumer agrees to maintain unity power factor as nearly as practicable. The
horsepower for billing purposes may be adjusted to correct average power factors lower than 95 percent, if and
when the seller deems necessary. Such adjustment will be made by increasing the horsepower 1 percent for each 1
percent by which the average power factor is less than 95 percent lagging. Leading power factor shall-not be
permitted. ' : :

ELECTRIC SERVICE REGULATIONS: Service under this Schedule will be in accordance with the terms
of the Electric Service Agreement between the customer and the Cooperative. The Electric Service Regulations of
the Cooperative on file with and approved by the Arizona Corporation Commission, including future applicable
amendments, will be considered as forming a part of and incorporated in said Agreement.

WHOLESALE POWER COST ADJUSTMENT: The foregoing rates are based upon the Cooperative's
cost of purchased power. The Cooperative’s base cost of power is $0.037493. Rates are subject to the imposition of
any purchased power adjustment, reflecting changes in this cost either upward or downward, which may be
established for billing from time to time.

TERMS OF PAYMENT: The above rates are NET and are DUE and PAYABLE within twenty (20) days
from the date of the bill.

APPROVED:
EFFECTIVE:




GARKANE ENERGY COOPERATIVE, INC.

ELECTRIC SERVICE
SCHEDULE NO. GS105
STATE OF ARIZONA

GENERAL SERVICE NO. 1
(Page 1)

AVAILABILITY: Auvailable for commercial, industrial, public buildings, and three-phase farm service for
all uses, including lighting, heating and power, subject to the estabhshed rules and regulations of the Cooperative.
This rate not for resale.

Service under this schedule is limited to consumers whose load requirements do not exceed 50 KVA of
transformer capacity.

TYPE OF SERVICE: Single-phase and three-phase, 60 cycles, at Cooperative’s standard secondary
voltage. Motors having a rated capacity of ten horsepower or more should be three-phase unless specifically
approved by the Cooperative. All motors ten (10) horsepower and above shall have the starting current limited to
no more than three and one half (3.5) times the full load current for no more than 15 seconds. All Variable
Frequency Drives (VFD) shall be equipped with fully functional IEEE 519 compliant harmonic filters that limit the
Total Harmonic Distortion to less than ten (10) percent current distortion and less than five (5) percent voltage
distortion.

MONTHLY BILL:
Base Rate $25.00
Demand Charge, per billing kW $ 7.50
Energy Charge, per kWh per month $ 0.05720
Adjustment Charge -

DETERMINATION OF BILLING DEMAND: The billing demand shall be the maximum average
kilowatt load used by the consumer for any period of fifteen (15) consecutive minutes during the month for which
the bill is rendered as measured by a demand meter.

POWER FACTOR ADJUSTMENT: The consumer agrees to maintain unity power factor as nearly as
practicable. Leading Power Factor is not permitted. Demand charges for billing purposes may be adjusted if the
power factor at the time of maximum use is less than 90 percent lagging. Such adjustments will be made by
increasing the measured demand one (1) percent for each one (1) percent by which the average power factor is less
than 90 percent lagging. : .

MINIMUM: The Minimum Monthly Charge shall be the Base Rate, or as provided by contract. Payment
of the minimum monthly charge does not entitle the consumer the use of any kWh of electricity.

TEMPORARY DISCONTINUANCE OF SERVICE: If a customer requests reconnection of service at the
same location, he shall be required to pay the monthly charge for each of the intervening months. Non-use of
service for more than 12 months shall make the electrical lines and service subject to removal under the Idle
Service Regulation.

ELECTRIC SERVICE REGULATIONS: Service under this Schedule will be in accordance with the terms
of the Electric Service Agreement between the customer and the Cooperative. The Electric Service Regulations of
the Cooperative on file with and approved by the Arizona Corporation Commission, including future applicable
amendments, will be considered as forming a part of and incorporated in said Agreement.




GARKANE ENERGY COOPERATIVE, INC.

ELECTRIC SERVICE
SCHEDULE NO. GS105
STATE OF ARIZONA

GENERAL SERVICE NO. 1
(Page 2)

WHOLESALE POWER COST ADJUSTMENT: The foregoing rates are based upon the Cooperative’s
cost of purchased power. The Cooperative’s base cost of power is $0.037493. Rates are subject to the imposition
of any purchased power adjustment reflecting changes in this cost either upward or downward, which may be
established for billing from time to time.

TERMS OF PAYMENT: The above rates are NET and are DUE and PAYABLE within twenty (20) days
from the date of the bill.

TAX ADJUSTMENTS AND REGULATORY ASSETS: Total monthly sales for electric service are
subject to adjustment for all federal, state and local government taxes or levies on such sales and any assessments
that are or may be imposed by federal or state regulatory agencies on utility gross revenues.

APPROVED:
EFFECTIVE:
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GARKANE ENERGY COOPERATIVE, INC.

ELECTRIC SERVICE
SCHEDULE NO. SL007
STATE OF ARIZONA

STREET AND YARD SECURITY LIGHTING
(Page 1)

AVAILABILITY: To all consumers served by the Cooperative within the state of Arizona. This rate not for
resale.

APPLICATION: This schedule is for alternating current electric service supplied at approximately 120/240
volts, single phase at a single point of delivery, from existing secondary, subject to the rules and regulations
established by the Cooperative.

MONTHLY BILL RATE for HPS or Equivalent LED Lamps:

100 Watts or less —40 kWh/Mo: . - $ 8.15 per unit.

250 Watts — 100 kWh/Mo: $ 12.90 per unit -

400 Watts — 160 kWh/Mo: $ 17.50 per unit

1000 Watts— 400 kWh/Mo: $ 47.50 per unit

1800 Watts— 720 kWh/Mo: $ 85.00 per unit

CONDITIONS FOR SERVICE:

L Service under this schedule is unmetered.
2. The Cooperative will maintain the light in operating condition. Consumer will assume

responsibility and pay for damage caused by his own negligence or that of third parties.
3. The consumer must notify the Cooperative that repairs or maintenance are necessary.

4. The Cooperative will perform necessary repairs or maintenance at its earliest convenience
and during normal working hours.

5. The consumer will guarantee payment for a minimum of twelve (12) months; if not,
consumer will reimburse Cooperative for all removal costs.

6. Equivalent LED light size and type to be determined by Cooperative.
7. An additional charge may apply for customers in areas with a Dark Sky ordinance.

ELECTRIC SERVICE REGULATIONS: Service under this Schedule will be in accordance with the terms
of the Electric Service Agreement between the customer and the Cooperative. The Electric Service Regulations of
the Cooperative on file with and approved by the Arizona Corporation Commission, including future applicable
amendments, will be considered as forming a part of and incorporated in said Agreement.

WHOLESALE POWER COST ADJUSTMENT: The foregoing rates are based upon the Cooperative’s
cost of purchased power. The Cooperative’s base cost of power is $0.037493. Rates are subject to the imposition on
any power adjustment reflecting changes in this cost either upward or downward, which may be established for
billing from time to time.

TERMS OF PAYMENT: The above rates are NET and are DUE and PAYABLE within twenty (20) days
from the date of the bill.




GARKANE ENERGY COOPERATIVE, INC.

ELECTRIC SERVICE
SCHEDULE NO. SL007
STATE OF ARIZONA

STREET AND YARD SECURITY LIGHTING
(Page 2)

TAX ADJUSTMENTS AND REGULATORY ASSETS: Total monthly sales for electric service are
subject to adjustment for all federal, state and local government taxes or levies on such sales and any regulatory

agencies on utility gross revenues.

APPROVED:
EFFECTIVE:




GARKANE ENERGY COOPERATIVE, INC.

ELECTRIC SERVICE
- SCHEDULE NO. GS208
STATE OF ARIZONA

GENERAL SERVICE NO. 2

AVAILABILITY: Available to consumers with large power loads located in Arizona on or near Seller’s
single-phase or three-phase lines for all types of usage, subject to the established rules and regulations of the
Cooperative. A large power load is defined as any load requiring more than 50 kVA of transformer capacity. This
rate not for resale.

TYPE OF SERVICE: Single-phase and three-phase, 60 cycles, at Cooperative’s standard voltages.

MONTHLY BILL: Base Rate: $ 30.00 per month
Energy Charge: $ 0.05810 per kWh
Demand Charge: § 8.55perkW

DETERMINATION OF BILLING DEMAND: The Billing Demand shall be the maximum kilowatt
demand established by the consumer for any period of fifteen (15) consecutive minutes during the month for which
the bill is rendered as indicated or recorded by a demand meter and adjusted for power factor as provided below.

POWER FACTOR ADJUSTMENT: The consumer agrees to maintain unity power factor as nearly as
practicable. Leading Power Factors are not permitted. Demand charges for billing purposes may be adjusted if the
power factor at the time of maximum use is less than 90 percent lagging. Such adjustments will be made by
increasing the measured demand one (1) percent for each one (1) percent by which the average power factor is less
than 90 percent lagging.

MINIMUM MONTHLY CHARGE: The Minimum Monthly Charge shall be the Base Rate, or as provided
by contract. Payment of the minimum monthly charge does not entitle the consumer the use of any kWh of
electricity.

TEMPORARY DISCONTINUANCE OF SERVICE: If a customer requests reconnection of service at the
same location, he shall be required to pay the monthly charge for each of the intervening months.

ELECTRIC SERVICE REGULATIONS: Service under this Schedule will be in accordance with the terms
of the Electric Service Agreement between the customer and the Cooperative. ‘The Electric Service Regulations of
the Cooperative on file with and approved by the Arizona Corporation Commission, including future applicable
amendments, will be considered as forming a part of and incorporated in said Agreement. ‘

WHOLESALE POWER COST ADJUSTMENT: The foregoing rates are based upon the Cooperative’s
cost of purchased power. The Cooperative’s base cost of power is $0.037493. Rates are subject to the imposition
of any purchased power adjustment reflecting changes in this cost either upward or downward, which may be
established for billing from time to time.

TERMS OF PAYMENT: The above rates are NET and are DUE and PAYABLE within twenty (20) days
from the date of the bill. '

TAX ADJUSTMENTS AND REGULATORY AS‘SETS: Total monthly sales for electric service are
subject to adjustment for all federal, state and local government taxes or levies on such sales and any assessments
that are or may be imposed by federal or state regulatory agencies on utility gross revenues.

APPROVED:
EFFECTIVE:




GARKANE ENERGY COOPERATIVE, INC.
ELECTRIC SERVICE
SCHEDULE NO. ACCOl
STATE OF ARIZONA

RESIDENTIAL SERVICE — COLORADO CITY

AVAILABILITY: At any point on the Cooperative’s interconnected system within Colorado City where
there are facilities of adequate capacity subject to the Cooperative’s established rules and regulations. The capacity
of individual motors served under this Schedule will not exceed 10 H.P. This rate not for resale.

APPLICATION: This Schedule is for alternating current electric service supplied at approximately 120 or
240 volts through one kilowatt-hour meter at a single point of delivery for all service required on the premises for
residential purposes.

When a portion of a dwelling is used regularly for business, professional or other gainful purposes, the
premises will be classified non-residential and the appropriate schedule applied. However, if the wiring is so
arranged that the service for residential purposes can be metered separately, the Schedule will be applied to such
service.

MONTHLY BILL: Base Rate: $ 22.00 per month
Energy Charge: $ 0.09980 per kWh
Adjustment Charge: -

MINIMUM MONTHLY CHARGE: The minimum monthly charge under the above rate shall be the
monthly Base Rate, or as provided by contract. Payment of the minimum monthly charge does not entitle the
consumer the use of any kWh’s of electricity.

TEMPORARY DISCONTINUANCE OF SERVICE: If a customer requests connection or reconnection of
service at the same location within a 12-month period, he shall be required to pay the monthly customer charge for
each of the intervening months.

ELECTRIC SERVICE REGULATIONS: Service under this Schedule will be in accordance with the terms
of the Electric Service Agreement between the customer and the Cooperative. The Electric Service Regulations of
the Cooperative on file with, and approved by the Arizona Corporation Commission, including future applicable
amendments, will be considered as forming a part of and incorporated in said Agreement.

WHOLESALE POWER COST ADJUSTMENT: The foregoing rates are based upon the Cooperative’s
cost of purchased power. The Cooperative’s base cost of power is $0.037493. Rates are subject to the imposition of
any purchased power adjustment, reflecting changes in this cost either upward or downward, which may be
established for billing from time to time.

TERMS OF PAYMENT: The above rates are NET and are DUE and PAYABLE within twenty (20) days
from the date of the bill.

TAX ADJUSTMENTS AND REGULATORY ASSETS: Total monthly sales for electric service are
subject to adjustment for all federal, state and local government taxes or levies on such sales and any regulatory
agencies on utility gross revenues.

APPROVED:
EFFECTIVE:




GARKANE ENERGY COOPERATIVE, INC.

ELECTRIC SERVICE
SCHEDULE NO. RES02
STATE OF ARIZONA

RESIDENTIAL PREPAID SERVICE
(Page 1)

AVAILABILITY: Auvailable, on a voluntary basis, to customers at any point on the Cooperative’s Arizona
interconnected system, outside of the incorporated boundaries of Colorado City, where there are facilities of
adequate capacity subject to the Cooperative’s established rules and regulations. The capacity of individual motors
served under this Schedule will not exceed 10 H.P. This rate not for resale.

Participation allowed under this Tariff shall be determined by the Cooperative. Customers specified under
Arizona Administrative Code R14-2-211.A.5 shall not be eligible for Schedule RPS. These ineligible Customers
include, but are not limited to, those where termination of service would be especially dangerous to the health of the
customer, as determined by a licensed medical physician; those customers where life supporting equipment used in
the home is dependent on utility service; and those customers where weather would be especially dangerous to
health.

APPLICATION: This Schedule is for alternating current electric service supplied at approximately 120 /
240 volts at a maximum of 200 amps through one kilowatt-hour meter at a single point of delivery for all service
required on the premises for residential purposes. Applicable, by request of the customer only, to a customer
otherwise served under the Cooperative’s Residential Service, Rate Schedule RESO! for all Single Family
Dwellings when all service is supplied at one Point of Delivery through a single Service Line and Energy is
metered through one Meter.

MONTHLY BILL: Base Rate: $ 22.00 per month
Energy Charge: $ 0.07180 per kWh

ELECTRIC SERVICE REGULATIONS: Service under this Schedule will be in accordance with the terms
of the Electric Service Agreement between the customer and the Cooperative. The Electric Service Regulations of
the Cooperative on file with and approved by the Arizona Corporation Commission, including future applicable
amendments, will be considered as forming a part of and incorporated in said Agreement. The following Billing
provisions of the Electric Service Regulations of the Association shall NOT apply to this rate schedule: Section 47:
Billing Periods, Section 48: Minimums, Section 50: Billing Seasonal Customers, Section 51: Payment of Bills and
Section 53: Charge for Restoring Service.

WHOLESALE POWER COST ADJUSTMENT: The foregoing rates are based upon the Cooperative’s
cost of purchased power. The Cooperative’s base cost of power is $0.037493. Rates are subject to the imposition of
any purchased power adjustment, reflecting changes in this cost either upward or downward, which may be
established for billing from time to time.

EXPERIMENTAL SERVICE CONDITIONS APPLICABLE TO PREPAID METERING SERVICE
ONLY

A. Availability:

The Prepaid Electric Service is available only to new or existing residential customers with the following

exceptions:

1. Residential critical load customers are excluded from the prepaid electric service program.

2. Customers identified under AAC R14-2-211A.5 and those customers under appropriate circumstances
but beyond the scope of AAC R14-211.A.5 are not eligible for this rate.

3. Invoice groups which include loans or special billing.

4. Customer must have a valid email account and phone capable of receiving the messages and low
balance alerts.
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Enrollment:
The Customer must make a request and complete a Prepaid Electric Service Application.
1. In addition to the information provided in Rule 101, the prepaid applicant is encouraged to provide the
following:
a. Secondary email address;
b. Cell phone number with text capability and/or second phone number; and
c. Other approved method of communication other than US Postal Mail.
2. The Cooperative will allow enrollment into prepaid service if the customer meets the eligibility
requirements including: ( ’ ,
a. The Customer must pay all applicable fees prior to commencement of service.
b. $50.00 credit balance has been established to activate the account.

Billing, Payments and Information:

Paper statements will not be provided under the prepaid program. Billing information, as well as payment
and account information can be obtained at:

1. Garkane business offices during normal business hours.

2. Integrated Voice Recognition (IVR) at or

3. Online at www.garkaneenergy.com 24 hours a day.

Estimating Prepaid Balances and Customer Notices:

1. Garkane can provide an estimate based upon the most current use of the customer, of the suggestion
amount to be initially deposited with Garkane and the estimated days that such prepayment should
provide paid electric service for the customer.

2. As energy is consumed, the credit balance is reduced until either the balance is exhausted or additional
payments are added to the balance. Balances can be checked online at www.garkaneenergy.com any
time. Upon request, Customers can be notified of their estimated balance by email, and/or other
electronic means if customer provides the necessary contact information.

a. The notice will be generated daily when the Customer’s credit balance is less than their current
daily average usage times four (4). The daily average usage will be calculated using up to the
previous thirty (30) days of consumption history.

b. These estimates are based on the historic information available but can be affected by changes in
the customer’s usage or needs. The customer is responsible for ensuring that a credit balance is
maintained on the account.

Transfers and Optional Debt Recovery for Outstanding Balances:

1. Accounts that are on existing post-paid electric service may be converted to prepaid electric service.

2.  When an existing customer converts from post-paid residential service, the existing deposit, if any, is
applied toward any outstanding balance of the post-paid account with the remaining credit applied to
prepaid service.

3. All post-paid fees and unbilled energy charges must be paid in full except for the provisions below:

a. There is a debt recovery feature available within limits to recover amounts due from a prior post-
paid account, when applying for prepaid service. A percentage (20% to 50%) of each prepaid
electric service payment can be applied to an outstanding debt up to $400.00.

10
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b. Outstanding amounts over $400.00 must be paid down to the $400.00 level prior to being eligible
for the prepaid electric service program. ‘

¢. The Customer agrees to make prepaid payments of sufficient amounts to pay down the outstanding
amounts in no more than four (4) months.

d. If the Customer fails to pay the outstanding balance within the four (4) months allowed, Garkane
has the right to disconnect the prepaid service until the outstanding balance is paid in full.

4. Garkane will transfer the existing membership fee on the post-paid to the new account where the
customer will not be required to make an additional payment.

5. The customer may elect to convert from prepaid electric service back to post-paid service. At which
time, the Cooperative may require full payment of the deposit to continue service. Customers who
cancel their prepaid accounts may not re-apply for a new Prepaid account at the same location for a six
(6) month period.

F. Terminating and Restoring Prepaid Electric Service:
Prepaid meters are equipped to allow remote disconnection / reconnection of service.

1. Service terminated at the request of the customer will receive a refund of any remaining credit on the
account after all final bill amounts have been calculated.

2. Electric service may be subject to immediate disconnection any time the account does not have a
credit balance.

3. Following a disconnect because the account does not have a credit balance, the customer must pay any
unpaid balance from the result of energy consumption from the time the account has reached a zero
($0.00) balance and when the Cooperative issued the disconnection command, plus purchase a
minimum of $20.00 prepaid electric service, if applicable, before service is reconnected.

4. If an account is disconnected because the account does not have a credit balance and does not become
current after ten (10) days, the account will be considered closed and the Cooperative will mail a final
bill to the last known address of the customer on file for all unpaid charges.

5.  Service will not be disconnected where weather will be especially dangerous to health as defined in
the Cooperative’s Rules or as determined by the Commission. :

TAX ADJUSTMENTS AND REGULATORY ASSETS: Total monthly sales Afor electric service are
subject to adjustment for all federal, state and local government taxes or levies on such sales and any regulatory
agencies on utility gross revenues.

APPROVED:
EFFECTIVE:
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This schedule sets the amounts for impact fees, various services, and other miscellaneous charges
authorized in the Rules and Regulations of either the Arizona Corporation Commission or Garkane Energy
Cooperative, Inc.

The impact fee shall be based upon the service entrance main breaker and/or fuse sets amperage and
nominal service voltage. Where there are more than one service entrance main breakers and/or fuse sets the impact
fee shall be based upon the sum of such devices.

Service entrances which are upgraded and result in increased capacity shall be assessed an impact fee equal
to the difference between the original service entrance size and.the upgraded service entrance size. Service
entrances which are upgraded for safety reasons or system improvements without increase in service capacity may
have the impact fee waved '

In new subdivisions impact fees shall be assessed to the Subdivision Developer. The Subdivision
Developer shall pay the required impact fees for a minimum 100 amp service per lot. Once the lot has been sold
and the lot owner request service to the lot, the lot owner will be required to pay any additional impact fee based on
his/her service requirements over the minimum 100 amp service paid by the Subdivision Developer.

- This schedule sets the amounts for various service and other miscellaneous charges authorized in the Rules and
Regulations of either the Arizona Corporation Commission or Garkane Energy Cooperative, Inc.

IMPACT FEES

RESIDENTIAL OR NON-DEMAND SERVICES
(Single Phase 120/240 volt Service)

OVERHEAD OR UNDERGROUND SYSTEM CONNECTION
0-60 amps $ 150.00
61-200 amps $ 500.00
Each additional 100 amps, or portion thereof $1,000.00

COMMERCIAL, IRRIGATIONAL, GENERAL SERVICE, OR ALL OTHER
SERVICES

Installed Meter Capacity $§ 40kW
or Minimum Impact Fee § 576.00

Upgrading of existing service will require payment of the applicable impact fees based on the difference in

cost between the calculation of the exiting installation size and capacity versus the cost of the new installation in
size and capacity.

12
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CHARGES FOR _ELECTRIC SERVICE CONNECTIONS (EXCLUSIVE OF ANY APPLICABLE
CHARGES FOR LINE EXTENSIONS)

A. NEW SERVICE $50.00
B. ° ADDITIONAL SERVICE $30.00
C. SERVICE CONNECTION CALLBACKS $75.00

Note: The charges for service connections are for standard connections. A customer who requests that
service be provided in a non-standard manner will be required to pay, in addition to the service connection charge,
any additional costs for such service connection in excess of the service connection charge. Additional service
charges relate to requests for each additional service connection or location change to a new service address.
Callback service charges relate to a return trip to connect electric service, when a customer provided an inaccurate
service address, postpones, or cancels a service order already completed.

SERVICE CALLS DURING REGULAR WORKING HOURS $50.00

SERVICE CALLS AFTER REGULAR WORKING HOURS ACTUAL COST OR
A MINIMUM OF $50.00

Note: Charges for service calls relate generally to reconnects of previously disconnected service or
interruptions of service caused by the consumer’s negligence. After hours charges also apply for regular service
connections requested by the consumer during this period.

METER TEST per Rule R14-2-209F $20.00
METER REREADS per Rule R14-2-209C $15.00
RETURNED CHECKS $ 25.00
LATE PAYMENT CHARGE 1.5% (per month)
FIELD COLLECTION CALL. $25.00
DEFERRED PAYMENT PLAN FINANCE CHARGE 1.5% (per month)
TEMPORARY TEST PROVISION $50.00

Note: Customers may request a temporary connection of service for the purpose of testing a pump or other
equipment. A one-time fee is required for this service along with the applicable charge for the energy used. This
service is available for a maximum connection time of seven (7) days.

APPLICABLE TAXES AND CHARGES: In the event any taxing body shall impose or increase any
franchise, occupation, sales, license, excise or other tax or charge of any kind or nature, including taxes or charges
based upon the charges listed above the receipts or income therefrom, the pro-rata amount thereof will be added to
and, as part of the effective rate, separately itemized and billed to all Customers in the area or locality in which such
tax or charge applies.

APPROVED:
EFFECTIVE:
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AVAILABILITY: Net Metering service is available to Residential consumers with a qualifying generator
as defined below. The capacity of individual motors served under this Schedule will not exceed 10 H.P. This rate
not for resale use.

APPLICATION: This Schedule is for alternating current electric service supplied at approximately 120 /
240 volts, single-phase, not to exceed 200 amps through one kilowatt hour meter at a single point of delivery for all
service required on the premises for residential purposes.

When a portion of a dwelling is used regularly for business, professional or other gainful purpose, the
premises will be classified non-residential and the appropriate” schedule applied. However, if the wiring is so
arranged that the service for residential purposes can be metered separately, the Schedule will be applied to such
service.

When service is supplied through one meter to more than one dwelling or apartment unit for more than 30
days, the charge for such service shall be computed by multiplying the customer charge by the number of dwelling
or apartment units served.

Meters that are not accessible for the regular monthly reading will be billed under the Estimated Billing
Regulation.

GENERATOR REQUIREMENTS:

Interconnected Generators must meet ALL of the following conditions:

1. Generator must be installed at a service receiving electric service on or adjacent to the customer’s Primary
Service, subject to the Cooperative’s service requirements (Primary Service).

2. Generator must be incidental to the Primary Service, installed on the customer’s premises, and used to
supply some or all of the customer’s loads.

3. Generator uses renewable resources. Renewable resources means natural resources that can be replenished
by natural processes, including Biomass, Biogas, Geothermal, Hydroelectric, Solar, and Wind. '

4, Generator capacity shall not be more than 25 kilowatts for a residential facility, unless the governing
authority approves a greater generation capacity.

S. Generator must have the same output voltage and phasing as the Primary Service.

6. Generator must be controlled by an Integrated Control Package, which has been designed, tested, and
certified to UL1741 and IEEE1547 standards.

7. Generator must have positive “anti-islanding™ capability per U11741.

8. Generator must have output voltage with less than 2% Total Harmonic Distortion (THD), current output

with less than 4% THD, and be operated with a 1.0 to .95% lagging Power Factor. Leading power factor
operation will not be permitted.

14
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9. Generator over 10 kW must be provided with a “Visible Disconnect Switch” per NESC requirements which
can be padlocked in the OPEN position and is accessible to Garkane personnel at all times. Disconnect
must be permanently and visibly marked as “GENERATOR DISCONNECT.” Location of Disconnect
MUST be APPROVED prior to installation by Garkane.

10. The electrical function, operation, or capacity of a customer generation system, at the point of connection to
the electrical corporation’s distribution system, shall not compromise the quality of service to the electrical
corporation’s other customers.

11 Service under this schéd_ule will require the installation of In/Out Directional Metering prior to the initiation
of service. Customer shall pay for the cost of the Directional Meter.

12. “Net electricity” means the difference between the amount of electricity that an electrical corporation
supplies to a customer participating in a net metering program and the amount of customer generated
electricity.

METERED ENERGY: “Net metering” means measuring for the applicable billing period the difference
between the amount of electricity that an electrical corporation supplies to a customer participating in a net
metering program and the amount of customer-generated electricity.

MONTHLY BILL:
Base Rate - per month or portion thereof - $35.00
Energy Charge - All kWh taken from the System - § 0.0718
Energy Credit - All kWh delivered to the System - $ 0.026

TEMPORARY DISCONTINUANCE OF SERVICE: If a consumer requests reconnection of service at the
same location, he shall be required to pay the Base Rate for each of the intervening months. Non-use of service for
12 months shall make the premises subject to removal under the Idle Service Regulation.

ELECTRIC SERVICE REGULATIONS: Service under this schedule will be in accordance with the above
conditions and the Electric Service Agreement between the customer and the Cooperative. The Electric Service
Regulations of the Cooperative on file with, and approved by the Arizona Corporation Commission, including
future applicable amendments, will be considered as forming a part of and incorporated in said Agreement.

WHOLESALE POWER COST ADJUSTMENT: The foregoin.g rates are based upon the Cooperative’s
cost of purchased power. The above rates are subject to the imposition of any purchased power adjustment either
upward or downward, which may be established and approved for billing from time to time under established
procedures.

TERMS OF PAYMENT: Above rates are NET and are DUE and PAYABLE within fifteen (15) days from
the date of the bill. Credits due under this account will be credited to the Energy Charges due for the Primary
Service Account unless otherwise agreed to under Meter Aggregation Terms (Rule 746-312-15). Unused credits
expire at the end of each calendar year.

APPROVED:
EFFECTIVE:
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COGENERATION QUALIFYING FACILITTES OF 100 KW AND LESS

AVAILABILITY: In the Cooperative’s Certificated Area where its facilities are of adequate capacity and
the required phase and suitable voltage are in existence and are adjacent to the premises served.

APPLICATION: The Co-Generation Qualifying Facilities Rate (QF-1) is applicable to owners of co-
generation qualifying facilities and small power production facilities of 100 kW and less who are retail customers
and who enter into a written contract with the Cooperative with respect to such service. Service shall be supplied at
one point of delivery where part or all of the electrical requirements of the customer can be supplied from a source
or sources, owned by the customer, and where such sources are connected for parallel operation of the customer’s
system with the system of the Cooperative. Customer sources may include but are not limited to windmills, water
wheels, solar conversion, and geothermal devices, each of which is capable of generating 100 kW or less.

TYPE OF SERVICE: The type of service furnished the customer pursuant to this rate tariff shall be
determined in the reasonable discretion of the Cooperative.

MONTHLY RATE: All purchases from the Cooperative and sales to the Cooperative shall be treated
separately. For capacity and energy supplied by the Cooperative to the customer, the applicable rate shall apply. In
addition, the customer will be required to pay an additional customer charge as follows:

Residential $13.00 Monthly
Residential Colorado City $13.00 Monthly
General Service 1 $25.00 Monthly
General Service 2 $35.00 Monthly
Irrigation $50.00 Annually

For energy supplied by the customer to the Cooperative, the rates shall be as follows:

For non-firm power, the purchase rate will be $0.0260 per kWh generated and delivered onto the
Cooperative’s system. For firm service, the purchase rate will be the non-firm purchase rate plus ten percent (10%).

SERVICE CONDITIONS: The Service Conditions of the Cooperative, on file with the Arizona
Corporation Commission, shall apply to this schedule. Cooperative policy regarding Meter reading intervals terms
of payments, extended billing periods, and collection policy, as filed and approved by the Arizona Corporation
Commission, are
stated and published in the Cooperative’s Service Conditions.

CONTRACT PERIOD: As provided in the Cooperative’s agreement for service with the customer.

APPROVED:
EFFECTIVE:

16




GARKANE ENERGY COOPERATIVE, INC.

ELECTRIC SERVICE
SCHEDULE QF-2
STATE OF ARIZONA

OPTIONAL ELECTRIC SERVICE FOR QUALIFIED COGENERATION
AND SMALL POWER PRODUCTION FACILITIES OVER 100 KW
(Page 1)

AVAILABILITY: In all territory served by the Cooperative where facilities of adequate capacity and
suitable voltages are adjacent to the premises served and when all applicable provisions described herein have been

met.

APPLICATION: The Optional Electric Service for Qualified Cogeneration and Small Power Production
Facilities over 100 kW (QF-2) is applicable to customers of the Cooperative that own and operate qualified
cogeneration and small power production facilities of 100 kW or more that meet qualifying status as defined under
18 CFR, Chapter 1, Part 292, Subpart B of the Federal Energy Regulatory Commission’s regulations and pursuant
to the Arizona Corporation Commission’s Decision No. 53245. The facility’s generator(s) and customer’s load
must be located at the same premise. The owner of the Qualifying Facility (QF) shall enter into a contract
pertaining to the operation of the QF by the QF owner with the Cooperative.

SUPPLEMENTARY POWER:

A.

Definition of Supplementary Power
Supplementary power is the kW capacity and related kWh energy purchased by the QF in excess of
the production capability of the QF’s generating equipment.

Rates

The rates charged for supplementary power shall be the appropriate retail Tariff of the Cooperative
which is applicable to the QF’s class of service or any new retail rate agreed to by the parties and
approved by the Arizona Corporation Commission.

Determination of Supplementary Energy
Supplementary energy shall be equal to the metered kWh being supplied to the the QF, less any
k'Wh billed as standby or maintenance energy.

Determination of Supplemental Demand
Supplemental demand shall be the greater of:

I The metered demand, measured in accordance with the Cooperative’s appropriate standard
offer retail rate schedule, less any standby and maintenance demand; or
ii. The minimum supplemental billing demand specified in the QF’s contract.

STANDBY AND MAINTENANCE POWER:

A.

Definition of Standby - Maintenance Power
Standby and maintenance power is the kW capacity and related kWh supplied by the Cooperative
attributable to forced or scheduled outages by the QF, respectively.

17




GARKANE ENERGY COOPERATIVE, INC.

ELECTRIC SERVICE
SCHEDULE QF-2
STATE OF ARIZONA

OPTIONAL ELECTRIC SERVICE FOR QUALIFIED COGENERATION
AND SMALL POWER PRODUCTION FACILITIES OVER 100 KW
(Page 2)

Rates

Reservation / Capacity Charge

The reservation / capacity charge for standby and maintenance power shall be the sum of the
distribution billing demand charge in the applicable retail rate schedule, plus the applicable demand
charges in the wholesale supplier’s tariff each month, multiplied by the contract Standby Capacity,
as determined in Section E. of this section.

Energy Charge
The rate applicable to standby and maintenance energy shall be the sum of the distribution energy

charge in the applicable retail rate schedule plus the current energy rate from the wholesale supplier
multiplied by the sum of the Standby Energy and Maintenance Energy as determined in Sections C
and D of this section.

Determination of Standby Energy

Standby energy is defined as electric energy supplied by the Cooperative to replace power
ordinarily generated by the customer’s generation facility during unscheduled full and partial
outages of said facility. Standby energy is equal to the difference between the maximum energy
output of the customer’s generator(s) and the energy measured on the customer’s generator
meter(s) for the billing period, except those periods where energy supplied by the Cooperative is
Zero.

Determination of Maintenance Energy

Maintenance energy is defined as energy supplied to the customer to a maximum of the Contract
Standby Capacity times the hours in the Scheduled Maintenance period. Maintenance periods shall
not exceed 30 days and must be scheduled during off peak months. Customer shall supply the
Cooperative with a maintenance Schedule for a 12-month period at least 60 days prior to the
beginning of that period, which is subject to the Cooperative’s approval. Energy used in excess of a
30-day period of unauthorized maintenance energy shall be billed on the Supplemental Power Rate
as specified in this Schedule.

Contract Standby Capacity kW

Contract Standby Capacity kilowatt (kW) amount is the amount of cogeneration or self-generation
capacity for which the customer contracts with the Cooperative for Standby Service. If the contract
Standby Capacity is exceeded and not covered by the Supplementary Power provisions of this
tariff, then the contract standby capacity is automatically increased to the new level. The Contract
Standby Capacity kW cannot exceed the maximum net output rating(s) of the connected
generator(s).
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BASIC SERVICE CHARGE: The monthly basic service charge shall be the service charge contained in the
Cooperative’s current applicable retail rate schedule, plus an additional $35 per month.

INTERCONNECTION CHARGE: The QF shall pay all costs associated with any and all additions,
modifications or alterations to the cooperative’s electric system necessitated or incurred in the establishment and
operation of the interconnection with the QF, including but not limited to any and all modification required for the
metering of power and energy or for the efficient, safe and reliable operation of the QF’s facilities.

FACILITY CHARGE ON DEDICATED FACILITIES: The QF shall be required to pay to the Cooperative
a monthly facilities charge to recover all related costs of any dedicated facilities constructed to serve the QF on a
firm power and energy basis.

SERVICE CONDITIONS: The Service Conditions of the Cooperative, on file with the ACC, shall apply to
this schedule. Cooperative policy regarding Meter reading intervals terms of payments, extended billing periods
and collection policy, as filed and approved by the ACC, are stated and published in the Cooperative’s Service
Conditions.

CONTRACT PERIOD: As provided in the Cooperative’s agreement for service with the customer.

APPROVED:
EFFECTIVE:
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BACKGROUND AND PURPOSE

PLEASE STATE YOUR NAME AND BUSINESS ADDRESS.
My name is David W. Hedrick and my business address is 5555 North Grand
Boulevard, Oklahoma City, Oklahoma 73112-5507.

BY WHOM ARE YOU EMPLOYED AND WHAT IS YOUR POSITION?
I am employed by Guernsey, Engineers, Architects and Consultants. I am Senior

Vice-President and Manager of the Analytical Services group.

PLEASE DESCRIBE YOUR EDUCATIONAL BACKGROUND AND
WORK EXPERIENCE.

I have earned a Bachelor of Science degree from the University of Central
Oklahoma in mathematics and a M.B.A degree from Oklahoma City University. I
have been employed with Guernsey since 1981. My primary area of responsibility
is rate analysis and cost of service work for electric distribution cooperatives and
electric generation/transmission cooperatives. Exhibit DWH -1 is my resume with

a listing of the projects and clients with which I have been involved.

HAVE YOU PREVIOUSLY TESTIFIED BEFORE REGULATORY
COMMISSIONS?

Yes. I have testified before the Arizona Corporation Commission, the Arkansas
Public Service Commission, the Colorado Corporation Commission, the Oklahoma
Corporation Commission, the Public Utility Commission of Texas and the

Wyoming Public Service Commission.
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ON WHOSE BEHALF ARE YOU TESTIFYING IN THIS MATTER?
I am testifying on behalf of Garkane Energy Cooperative, Inc. (“GEC” or the

“Cooperative”).

ARE YOU AUTHORIZED TO TESTIFY ON BEHALF OF GEC?

Yes, I am.

WHAT IS THE PURPOSE OF YOUR TESTIMONY IN THIS
PROCEEDING?
My testimony will provide the following:

a. A discussion of GEC’s objectives in this filing and an overview of the rate

filing package;

b. A discussion of the development of the revenue requirement for GEC;

c. A description of the development of the cost of service study;

d. A discussion of the rate design and the impact on members;

e. A discussion of the proposed billing adjustments;

]

A description of the proposed tariff changes;

A discussion of the proposed changes to the service conditions;

S

A discussion of the proposed net metering tariff; and

A discussion of the proposed line extension policy.
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GEC OBJECTIVES AND OVERVIEW OF RATE FILING

PLEASE GENERALLY DESCRIBE GEC, ITS SERVICE TERRITORY
AND ITS CUSTOMER BASE.

GEC is a member owned non-profit electric cooperative. It is governed by an 11
member Board of Directors elected by its member-customers. Its 16,000 square
miles of service territory encompasses parts of six (6) counties in South-Central
Utah, as well as part of Mohave and Coconino Counties, Arizona. 90% of its
servicé territory consists of federal and state lands, including four (4) National
Parks, two (2) National Monuments and a National Recreational Area. Despite its
extensive service territory, GEC serves only 11,405 members in Utah and 1,439
members in Arizona. Approximately 82% of GEC’s total revenue is generated
from Utah members. GEC’s elected Board of Directors has authority to approve
rates for its Utah member/customers, following notice and hearing. Rates are
established to allow the Cooperative to provide safe and reliable electric service to
its members at the lowest reasonable rate consistent with good utility practices and
maintaining the financial integrity of the Cooperative. Positive margins are
allocated among all active member accounts as capital credits. Capital credits are
retired pursuant to a regular cycle established by the Board, subject to the financial
condition of the Cooperative. GEC is operated as a single system. The division
between Arizona and Utah is driven solely by the happenstance of jurisdictional

boundaries of two adjoining States; not by operational realities.
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WHEN DID GEC LAST RECEIVE A GENERAL ADJUSTMENT IN ITS
RATES FOR ITS ARIZONA CUSTOMERS?

GEC last secured a general adjustment in rates effective with usage on and after
September 1, 1998 by Decision No. 61105 based upon an adjusted test year ending
December 31, 1996. I note that the Special Large General Service rate schedule
remained unchanged from that approved by Decision No. 57106 dated September
21, 1990. Additionally, the Commission approved revisions to GEC’s line
extension policy, including connection and impact fees by Decision No. 69915,
dated September 27, 2007 and the rate schedules for Colorado City by Decision
No. 70979, dated May 5, 2009 in connection with GEC’s acquisition of the service
territory, system and customers then being served by a municipal utility known as

the Twin Cities Power Authority.

DURING THE INTERVENING 17 YEARS SINCE A GENERAL RATE
INCREASE IN ARIZONA, HOW MANY GENERAL RATE INCREASES
HAVE BEEN APPROVED FOR GEC’S UTAH CUSTOMERS?

The GEC Board of Directors has authority to implement rate changes for its Utah
customers and has done so four (4) times since September 1, 1998, including rates

that went into effect on May 1, 2015.

WHAT ARE GEC’S OBJECTIVES IN THIS FILING?
GEC’s objectives in this filing are:
a. Increase the total system revenue requirement by $799,289, as reflected on
Exhibit DWH-6 to this testimony and on Schedule A-1.0, p. 1 to Attachment

6 of the GEC Application. This is an amount sufficient to recover the
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$792,887 annual increase in wholesale power cost and a small increase in
the connection charges in Arizona. Under the GEC Board’s proposal, the
amount of revenue collected from Arizona customers will actually be
reduced by $152,128 or 3.33% compared to the adjusted test year revenue,
as reflected on Schedule A-1.0, p. 2 to Attachment 6 of the GEC

Application;

. Update its line extension policy and increase the connect charge for the

Arizona portion of the system, to follow the line extension policy and

connect charges in place in Utah;

. Make revisions to the Arizona rate schedules to move toward uniform

system-wide rates and be more reflective of GEC’s cost of serving each

customer class;

. Make revisions to the rates charged in the twin cities of Colorado City,

Arizona and Hildale, Utah to eliminate the separate surcharge approved by
Decision No. 70979 in connection with GEC’s acquisition of this system
and service territory and move the rates closer to the rates GEC charges

outside of the twin cities;

. Re-base the Wholesale Power Cost Adjustment to reflect the current cost of]

purchased power;

. Include a Prepaid Service tariff and Net Metering tariff for Arizona

consistent with those in effect for Utah; and

. Update and revise the tariffs and service conditions to correspond to the

terms and conditions in place in Utah.
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HAS THE BOARD OF DIRECTORS OF GEC APPROVED THIS RATE
FILING BASED ON THESE OBJECTIVES?

Yes. The GEC Board of Directors approved the filing at its meeting in March,
2015.

DOES THIS RATE FILING MEET THE REQUIREMENTS AS SET
FORTH IN THE COMMISSION’S RULES?

‘GEC believes this ﬁling i§ in compliance with the requirements in A.A.C. R14-2-

103 for Class B electric utilities and contains the required schedules and data
necessary for the Commission’s review and approval of the proposed rates. In
addition to its docketed Application, GEC is providing Commission Staff its work
papers and information in electronic form on a flash drive at the time of filing.
While not required by Commission rule, GEC understands such information, when
provided, facilitates Staff’s review of the Application. GEC appreciates the
opportunity it was afforded to meet and discuss the objectives of this filing with
Staff prior to the filing of this Application. GEC intends to cooperate with Staff]
throughout the processing of this Application and hopes an expedited and fair final

determination can be obtained at a reasonable cost to GEC and its members.

WERE THE SCHEDULES THAT ARE INCLUDED AS ATTACHMENT 6
TO GEC’S RATE APPLICATION PREPARED BY YOU OR UNDER
YOUR SUPERVISION?

Yes. GEC witness Rebecca Payne was responsible for development of the
adjustments set forth in the C Schedules contained in Attachment 6 to GEC’s

Application.




O 0 1 N W R W e

NN N NN N e em e e s pemd e b

> 2

WHAT IS THE TEST YEAR IN THIS RATE FILING?

The test year is the twelve months ending December 31, 2013.

WHY WAS THE 2013 TEST YEAR SELECTED INSTEAD OF A MORE
CURRENT TWELVE MONTH PERIOD?

Purchased power is GEC’s single largest expense. In October of 2014, GEC was
notified by its power suppler Deseret of an increase in power cost charges effective
January 1, 2015. Upon notification, GEC contacted Guernsey to begin developing a
rate analysis and cost of service study. The key objective was to ensure a timely
recovery of the increase in wholesale power cost in a manner consistent with
GEC’s cost of service.  The most recent audited data available to GEC was and
still is the 2013 calendar year. Thus, using the December 2013 test year allowed
GEC to develop the rate analysis and cost of service, revise rates and present the
results for approval by the Board of Directors at the March 30, 2015 meeting. The
approved rates became effective on May 1, 2015. By utilizing the 2013 test year,
GEC has been able to expedite a rate change for the majority of members. Use of a
more recent 12 month period would have delayed the analysis, and thus the
implementation of new rates in Utah, anywhere from two (2) to six (6) months.
The delay would have been even longer to compile the extensive schedules and
supporting data required by A.A.C. R14-2-103. Moreover, the more recent data

would not have been audited by an outside accounting firm.
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SHOULD THE USE OF A 2013 TEST YEAR MATERIALLY IMPACT
GEC’S FILING IN ARIZONA?

No. GEC is a small, slow growing cooperative. The most significant change is the
increase in power cost. Other adjustments for known and measurable changes have
been recognized in the development of the rate filing. The GEC Board of Directors
has already taken action based on the 2013 test year data. GEC believes it would
be most appropriate for Arizona customers to have rates set upon the same test year
so that rates are established system-wide on the same data. Establishing rates on a
system-wide basis on an adjusted 2013 test year results in an overall modest

reduction in the revenue requirement for the Arizona portion of GEC’s system.

WHAT ADJUSTMENTS HAVE BEEN PROPOSED TO THE TEST YEAR?

GEC witness Rebecca Payne discusses the development of the adjustments to the
test year in her testimony. The adjustments to revenue, operating expenses and
interest expense are for changes that are known, measurable and of a continuing
nature. The intent was to include those adjustments which would accurately reflect
GEC’s operations on a going forward basis that are reasonable and consistent with

the standard rate making process at the Commission.

ARE THERE ANY OUTSTANDING COMPLIANCE ISSUES OF WHICH
GEC IS AWARE?
No.

-10 -
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DEVELOPMENT OF REVENUE REQUIREMENT
WHAT REVENUE REQUIREMENT IS GEC PROPOSING?

The proposed total system revenue requirement is $24,402,577 as reflected on
Schedule G-2.0 to Attachment 6 of GEC’s Application. The proposed total system
increase necessary to achieve this revenue requirement is $799,289 or 3.39% over
the adjusted test year revenue. The amount of the rate change is equal to the

projected change in total system wholesale power cost.

The total revenue requirement for Arizona members is $4,409,765 as reflected on
Schedule G-2.1 to Attachment 6 of GEC’s Application. The proposed reduction
necessary to achieve this revenue requirement is ($152,128) or a 3.33% decrease
compared to the adjusted test year revenue as reflected in Schedule A-1.0, p- 2.
The fair value rate base for Arizona is $9,651,805 as reflected on Schedule G-2.1
to Attachment 6 of GEC’s Application.

HOW WAS THE TOTAL SYSTEM PROPOSED REVENUE
REQUIREMENT DETERMINED?
As a member owned electric cooperative, GEC’s revenue requirement is a function
of the marginé and cash necessary to meet the financial objéCtives set forth by the
Board of Directors. These financial objectives are set in terms of the equity level,
the cash general funds level, the capital credit retirement program and the coverage
ratios required by the Cooperative’s lenders. The Board of Directors has approved
the proposed rate changes in this filing with the following objectives:

¢ Maintain equity as a percent of assets in the 40% - 50% range with

projected total system plant additions averaging $6,000,000 per year.

-11 -
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e Maintain the cash position of the cooperative at the test year end
level.
e Maintain capital credit retirements in the $500,000 range.
e Maintain adequate Times Interest Earned Ratios (TIER) and Debt
Service Coverage Ratios (DSC).
These were the objectives used as the criteria in determining whether the proposed
rate increase of $799,289 was sufficient. The financial analysis indicates the
proposed rate increase amount will allow GEC to meet the Board’s objectives as

set forth above.

PLEASE DESCRIBE THE FINANCIAL ANALYSIS SUPPORTING THE
OVERALL SYSTEM RATE CHANGE AND REVENUE REQUIREMENT?
Attached to my testimony are exhibits comprising the financial analysis.

e Exhibit DWH-2 shows the system capitalization and the equity as a percent
of assets for the test year and the previous five (5) years. The equity has
grown from 36.41% in 2008 to 46% at the end of the test year. The
financial objective of the board is to maintain an equity of 40% - 50%.

e Exhibit DWH-3 shows the historical and projected plant additions. The
projected plant additions for the next five (5) years are similar to the
additions for the last four (4) years.

e Exhibit DWH-4 shows the capital credits retired during the last six (6)
years. GEC has consistently retired approximately $500,000 during each of
the last four (4) years.

o Exhibit DWH-5 shows the calculation of desired general funds. The major

components making up the annual cash requirement are listed as well as the

-12 -
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Based on the analysis shown on Exhibit DWH-6, the cash revenue required is
consistent with the proposed rate change amount which is sufficient to recover the
increased cost of purchased power and the increase in connection charges in

Arizona.

total plant balance. The estimated general funds at the end of the test year
were $1,889,420 which were equivalent to 35.76 days of cash and 1.84% of]
plant.

Exhibit DWH-6 shows the development of the cash revenue requirement
based on the data from Exhibits DWH 2 — 5. The right half of the exhibit
recaps the cash general fund requirement. GEC determined that the cash on
hand at the end of the test year was sufficient and there was no need to|
increase the level of cash. The left half of the exhibit calculates the cash
requirement starting with the amount needed to maintain a 48.5% equity on
$6,000,000 projected plant addition. Other components of the cash revenue
requirement include the $500,000 capital credit retirement and the principal
payments of $1,446,949. The total cash revenue requirement needed to
meet the equity objective, the capital credit retirement objective, the
required cash level and pay principal payments is $4,883,731. The cash
produced from existing operations consists of the adjusted test year
operating margin of $1,171,743 from Schedule A-2.0, depreciation and non-
cash expenses of $2,871,262 and interest income of $41,437 totaling
$4,084,442. The difference between the amount needed and the existing

amount produced is $799,289.

- 13-
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HOW WAS THE REVENUE REQUIREMENT FOR ARIZONA MEMBERS
DETERMINED?

The revenue requirement for the Arizona rate classes is based on the results of the
cost of service study with an objective of moving toward system—wide rates.
Schedule G-1.0, p. 4 of 4, indicates that a reduction could be justified for the

Arizona portion of the system based on the results of the cost of service study.

DOES GEC MAINTAIN SEPARATE ACCOUNTING RECORDS FOR THE
ARIZONA AND UTAH PORTIONS OF THE SYSTEM?

No. GEC’s general ledger does reflect separate individual accounts for some
Arizona plant assets but there is no separation of expenses. The plant accounts
with an Arizona designation do not fully reflect an appropriate level of investment
related to the acquisition of the Colorado City portion of the system. The Colorado
City assets were acquired at a discounted value, therefore, the amount booked is
less than the value of those assets. GEC does not believe it is appropriate to
directly assign plant investment between the Arizona and Utah portions of the
system for purposes of designing rates based on these Arizona designated plant
accounts. Instead, GEC believes that a system-wide approach to the allocation of]
plant investment and expenses by rate class as a unified cooperative is the most fair
and equitable approach. GEC’s objective is to have system-wide rates for each rate
class. As such, it is important that all customers within each class be assigned

costs in a similar fashion regardless whether they are located in Arizona or Utah.

-14 -
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COST OF SERVICE STUDY
WHAT IS THE PURPOSE OF THE COST OF SERVICE STUDY?

The cost of service study assigns the plant investment, operating expenses and
revenue associated with providing service to each customer class. When the total
system revenue requirement has been identified, the assignment of plant
investment and operating expenses to each class provides the basis for assigning
the revenue requirement to each class. The assignment of the class revenue
requirement is generally done based on the class’ contribution to the system’s
overall return or margin. The cost of service study identifies the revenue
deficiencies and subsidies that exist between rate classes.

In addition to determining the cost of providing service and the appropriate
revenue requirement for each class, the cost of service study also provides
important information with regard to the unbundled cost components that comprise
the cost to serve. These unbundled cost components can be used to develop rate
designs, which more accurately reflect the cost causaﬁon, giving the consumer a
better price signal with regard to the cost of electric service. The unbundled cost
components also provide the necessary information to appropriately price those
services, which have been deemed competitive in Arizona. Those services are

Metering, Meter Reading and Customer Billing.

HAS THE COST OF SERVICE BEEN DEVELOPED USING A
METHODOLOGY THAT HAS BEEN ACCEPTED BY THE
COMMISSION?

Yes. The cost of service study uses the same program and methodology that has

-15 -
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been utilized by TRICO Electric Cooperative, Navopache Electric Cooperative,
Sulphur Springs Valley Electric Cooperative and Mohave Electric Cooperative in
their most recent rate filings. The Commission and Commission Staff deemed the

methodology to be reasonable and appropriate in each of these prior cases.

PLEASE DESCRIBE THE GENERAL PROCESS INVOLVED IN THE
ALLOCATION OF PLANT INVESTMENT AND EXPENSES TO THE
VARIOUS CUSTOMER CLASSES.

The plant investment and operating expenses are first separated into functional
categories such as Transmission Plant, Distribution Plant, Distribution Operations
Expenses, Customer Accounting Expenses, etc. These plant investment and
operating expenses are further classified according to the unbundled cost
component that is appropriate. This allows the identification of the make-up of the
costs that are being incurred such as Transmission-Demand, Substation-Demand,
Purchased Power-Capacity, Purchased Power-Energy, Meter Reading etc.

If a plant investment amount or operating expense can be identified as
directly assignable to a particular rate class, then a direct assignment of the
investment or expense is made to that class. For all other plant investment and
expense amounts that are not directly assignable, an allocation factor based on
demand, energy, or number of customers is developed to assign a portion of that
investment and expense to the various rate classes. These allocation factors vary
based on the type of investment or expense being allocated. For example,

Transmission Plant is considered as totally demand related, therefore the allocation

-16-
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factor used to assign Transmission Plant is the twelve month sum of the demand
for those classes utilizing the Transmission system. The energy component of]
purchased power is allocated using an allocation factor based on each class’ kWh
purchased from the wholesale supplier. Meter reading expenses are considered a
customer related cost and are allocated based on a customer allocation factor.
Composite allocation factors are also created as subtotals of various plant
accounts and expenses are made within the cost of service study. These composite
allocation factors are used to allocate other related plant and expense items. For
example, Account 583-Overhead Line Expense is allocated by a subtotal of]
Account 364/365—Overhead Line Investment, ensuring that the expense is assigned

to the same classes as the investment.

PLEASE EXPLAIN THE GENERAL DEVELOPMENT OF THESE
ALLOCATION FACTORS?

Schedule G-7.1 provides a summary of the initial allocation factors for the Total
System and Schedule G-7.2 provides a summary of the initial allocation factors for
the Arizona system.

Schedule G-7.0 (25 pages) shows the development of the initial allocation
factors used in the cost of service study. Additional allocation factors are
developed as subtotals in the cost of service study.

Schedule G-7.0, page 1, shows the development of the energy allocation.
The appropriate loss factor has been calculated using the kWh sales information by

class and the purchased kWh data. The overall line loss for the system is

-17 -
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9.446048%. The energy allocation factor is used to assign the purchased power
energy costs.

The demand allocation factors are developed on Schedules G-7.0 pages 2 -
10.  Allocation Factor #2 on Schedule G-7.0, Page 2 of 25, is the demand
allocation used to assign costs for the purchased power capacity expense. This
allocation factor is based on each class’ contribution to the monthly coincident
peak demand of Deseret which is used to determine the wholesale capacity billing.
The allocation factor is developed on Schedule I-2.0 with supporting Schedules I-
2.1 and I-2.2. Allocation Factor #6 on Schedule G-7.0, Page 6 of 25, is the demand
allocation factor used to assign purchased power delivery costs. This factor is
based on each class® monthly contribution to the Garkane Member coincident peak.
This factor is developed on Schedule I-1.0 with supporting Schedules I-1.1 and I-
1.2. Schedule I is not included in this filing.

Allocation Factors #9 and #10 are demand allocation factors based on the
class contribution to the Garkane Member coincident peak specifically for the
assignment of the investment in Distribution Substations and Backbone
Distribution line in Accounts 364 and 365. Schedule [-4.0 provides detail on the
development of the investment in backbone investment to be allocated.

Allocation Factor #11 reflects the number of single-phasé customers in each
class and is used for the allocation of single-phase overhead line investment in
Accounts 364 and 365. Supporting Schedules 1-3.0 and I-4.0 provide detail on the
consumers by class and the development of the investment in single-phase line to

be allocated.
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Allocation Factor #12 reflects the number of three-phase customers in each

class and is used for the allocation of three-phase overhead extension investment in
Accounts 364 and 365. Supporting Schedules I-3.0 and I-4.0 provide detail on the
consumers by class and the development of the investment in three-phase
extension.

Allocation Factor #13 reflects the number of single-phase customers in each
class and is used for the allocation of single-phase undergrdund line investment in
Accouﬁf 366. Supi)orting Schedule »I—S.O provides detail on the development of the
single phase underground line investment.

Allocation Factors #14 and #15 are used to assign the customer related and
demand related investment associated with Account 368 — Transformers. The
supporting Schedule I-6.0 shows the development of these allocation factors.

Allocation Factor #16 shows the average number of consumers by class and
a weighting factor for each class reflecting the relative cost for each class of]
providing the investment in Account 369 — Services.

Allocation Factor #16 shows the average number of customers by class and
the average cost of providing a meter for each class. This factor is used to assign
the investment in Account 370 — Meters.

Allocation Factor #18 provides a direct allocation for investment and costs
related to security lighting.

Allocation Factors #19, #20 and #21 utilize the average number of
customers by rate class and a weighting factor to assign the costs for Meter

Reading, Billing and Records, and Customer Service activities. The weighting

-19 -




O 0 N N B W N

[\ T NG T NG T O T N SR NG R S S S S e e T e e T
L AW N = O YW 0N R W=, O

factors represent the relative cost to perform those activities for each rate class.

Allocation Factor #22 is based on the average number of customers and is
used to assign other revenue.

Allocation Factor #24 provides the assignment of adjusted test year base
revenue to each rate class.

Allocation Factor #25 provides the assignment of the adjusted test year

Power Cost Adjustment revenue.

PLEASE DESCRIBE THE COST OF SERVICE ALLOCATION
SCHEDULES IN SECTION G. |
Provided in Section G are the cost of service allocation schedules showing the
allocations to the Total System rate classes and also to the rate classes for the
Arizona portion of the system only. The cost of service allocation provides the
separation between the Utah and Arizona portions of the system.

Schedule G-4.0, pp. 1 and 2 of 11, shows the allocation of plant investment
to the Total System customer classes. The first column indicates the test year plant
balance. The second column indicates the allocation factor used and the remaining
columns show the allocated amount to each class of customer. Schedule G-4.1, pp.
1 and 2 of 11, shows the allocation of plant investment to the Arizona customer
classes.

Schedule G-4.0, p. 3 of 11, is the allocation of revenues to the Total System
customer classes. Schedule G-4.1, p. 3 of 11, is the allocation of revenues to the

Arizona customer classes. The base revenue and Wholesale Power Cost
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Adjustment (WPCA) revenue allocated to each rate class are the adjusted test year

revenues developed in Section E.

Schedule G-4.0, pp. 4 — 7 of 11, shows the allocation of operating expenses
by account to the Total System customer classes and Schedule G-4.1, pp. 4 — 7 of]
11, shows the allocation of operating expenses by account to the Arizona customer
classes. The allocation of expenses generally follows the allocation of | plant
investment. The transmission O&M expenses are all allocated by the subtotal of;
transmission plant. The various distribution O&M accounts are allocated in a
manner consistent with the allocation of the plant account or activity to which the
expense is associated. For example, the overhead line expense in Account 583 is
allocated based on the sum of Accounts 364/365. Schedule G-4.0, pp. 8 — 10 of 11,
shows the allocation of the payroll expenses by account to the Total System
customer classes. Schedule G-4.1, pp. 8 — 10 of 11, shows the allocation of payroll
expenses by account to the Arizona customer classes. The allocation of payroll is
necessary to develop the allocation factors used to assign the General Plant
investment and administrative and general expenses.

Schedule G-4.0, p. 11 of 11 shows the allocation of interest expense to the
Total system customer classes. Schedule G-4.1, p. 11 of 11 shows the allocation of]

the interest expense to the Arizona customer classes.

PLEASE DESCRIBE THE UNBUNDLED COST COMPONENT
SCHEDULES.

Schedule G-5.0, pp.1 — 5, shows the components of rate base allocated to each of]
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the Total System fate classes. Schedule G-5.0.1, pp. 1 — S shows the components
of rate base allocated to the Arizona rate classes.

Schedule G-5.1, pp.1 — 5, shows the components of plant allocated to each of the
Total System rate classes. Schedule G-5.1.1, pp. 1 —5, shows the components of]
plant allocated to each of the Arizona rate classes.

Schedule G-6.0, pp. 1 — 4, is the summary of the components of expense
allocated to each of the Total system rate classes. Schedule G-6.0.1, pp. 1 — 4 is
the summary of the components of expense allocated to each of the Arizona rate
classes. Schedule G-6.0.1, p. 4, shows a consolidation of the components of]
expense into the four major cost categories for the Arizona rate classes. The total
customer related cost of providing service to the Arizona Residential class reflected
on this schedule is $39.69 per customer per month. This represents the customer
related costs that Garkane incurs to provide distribution wires service to the
customer exclusive of any capacity or energy costs.

Schedule G-6.1, pp. 1 — 5, is the detail of the components of expense
allocation to each of the Total System rate classes. Schedule G-6.1.1 is the detail

of the components of expense allocation for the Arizona rate classes.

PLEASE SUMMARIZE THE RESULTS OF THE COST OF SERVICE
STUDY. |

Schedule G-1.0 shows the results of the cost of service study under the existing
rates for the Total System rate classes and Schedule G-1.1 shows the results of the

cost of service study under existing rates for the Arizona rate classes. This
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schedule shows the allocated rate base, operating revenues, operating expenses,
resulting return, interest, resulting operating margin, and the calculated revenue
deficiencies for each rate class. Schedules G-2.0 and G-2.1 are the summary of the
cost of service study under proposed rates for Total System rate classes and
Arizona rate classes, respectively.

The revenue requirement for each class under the proposed rates was
determined based on the following criteria:

(a)  The Board of Director’s objective to revise the Arizona rates to be closer to
the rate approved for Utah members;

(b)  The magnitude of the rate change indicated by the cost of service; and
(c)  The impact of the proposed rate change upon the class.

The rates proposed in the filing reflect GEC’s consideration of these criteria.
The rate of return on rate base has been calculated for the total GEC system and for
each of the rate classes in the cost of service study to be used as a measure of each
rate class’ ability to recover costs in comparison with the total system. The
proposed rates are generally designed to move the individual class rates of return
closer to the system average where possible. The relative rate of return provides a
measure of how each class’ rate of return changes under the proposed rates. The
following table summarizes the relative rate of return under existing rates for each
rate class on Schedule G-1.1 and the relative rate of return under proposed rates as

shown on Schedule G-2.1 for the Arizona rate classes.
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Existing | Proposed

RROR RROR
Residential 1.637 1.027
General Service 1 0.766 0.505
General Service 2 4,202 2.556
Irrigation 1.251 1.007
Lighting 0.293 (0.007)
Total System 1.983 1.235

As indicated by the table, the relative rates of return under proposed rates
move closer to 1.000 for all classes and the Total Arizona portion of the system
except General Service 1 and Lighting, indicate a movement toward rates which
more closely reflect cost. Each of the rate classes in Arizona is a subset of the total
rate class for the Cooperative. The rates of return eamned by the application of the
proposed rates on each class are simply a fall-out of the allocation of costs to the
total system rate classes and then a separation of those customers that are served in
Arizona. The Cooperative believes that the results of the cost of service comparing
existing and proposed rates support the reasonableness of the proposed rates given

the objectives of this rate filing.

RATE DESIGN AND IMPACT ON CUSTOMERS
WHAT ARE THE BASIC OBJECTIVES OF THE PROPOSED RATE
DESIGN FOR EACH CLASS?

The basic objectives of the proposed rate design are:
¢ Transition the Arizona rates to be the same as the Utah rates;
e Reflect an appropriate recovery of the cost of providing service;

e Reflect the unbundled costs of providing service; and
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e Reflect a consideration of the impact of the rate change on the member.

WHAT ARE THE PROPOSED REVENUE CHANGES FOR EACH CLASS?
The proposed rate change for each rate class is shown on Schedule H-1.0. The
overall change for the Arizona portion of the system is a reduction of $152,128 or a
3.33% decrease. The proposed unbundled rate design for each Arizona rate class is
shown on Schedule H-2.1.1. The proposed base cost used in the calculation of the
proposed WPCA is éhown on Schedule H-2.1.2. The calculation of the proposed
WPCA is shown on Schedule H-2.1.3.

PLEASE DESCRIBE THE PROPOSED RATE FOR RESIDENTIAL.

The proposed rate for the residential class results in a slight increase of 0.40%.
The base charge is increased from $12.50 to $22.00 per month which is the base
charge in Utah. The customer component of expense for the residential class as
reflected on Schedule G-6.0.1, p. 4, is actually $39.69 per month. The customer
component of expense reflects GEC’s cost of having the service available before
any energy is actually sold to the customer. Costs included in the customer
component include the customer component of distribution line expense, a portion
of the transformer expense, the meter and service drop expense, meter reading and
customer records expense. The increase in the customer charge moves the GEC
rates in Arizona closer to, but still significantly less than the actual customer
component costs. In an age where renewables, energy efficiency, and alternative
providers are becoming a reality, it becomes more and more critical that the energy
rate reflect the cost of energy and include as little as possible of the customer

component costs. Otherwise the price of energy is improperly inflated sending the
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wrong price signal to those evaluating these alternative sources of meeting their
energy needs, and the utility needs to implement adjustment clauses to offset
revenues lost to renewables, energy efficiency, and/or competitors.

The energy charge in the Residential rate has been set at the same level as
the first block in the Utah Residential rate. The existing Utah Residential rate has a
declining block energy charge with a differential of $0.013 per kWh between the
first and second block. The proposed Utah Residential rate maintains the declining
block structure but reduces the differential to $0.005. This is a transitional step
toward eliminating the declining block structure in the rate. The revision to the
Arizona Residential rate adopts the same customer charge and first block energy
charge as the approved Utah Residential rate. With this change, GEC’s objective is
to make the Arizona and Utah rates the same in the next rate filing.

The comparison of the existing and proposed residential rate is shown on
Schedule H-4.0. As a result of the increase in the customer charge, members with

low usage see a higher percentage increase.

PLEASE DESCRIBE THE PROPOSED RATE DESIGN FOR
RESIDENTIAL COLORADO CITY.

GEC acquired the customers and implemented rates for Colorado City in 2009.
The rates for Colorado City, Arizona and Hildale, Utah are the same. The rates for
the customers in Colorado City include an additional adjustment charge to recover
an additional wholesale cost rider applied only to these customers. The objective
for this rate is to design the rate to be more similar to the standard Residential rate
and also to more appropriately reflect the cost of providing service. Schedule G-

8.0 provides a cost of service analysis for just the Colorado City customers and rate
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classes. This analysis supports an overall reduction of 4.68% for the Colorado City
residential class. This reduction is accomplished by eliminating the additional
adjustment charge, using the system-wide base rate of $22.00 and maintaining a
slightly higher energy charge for the Colorado City residential customer than
proposed for Arizona customers.

The billing comparison for the Residential Twin Cities is shown on Schedule H-

4.1.

PLEASE DESCRIBE THE PROPOSED RATE DESIGN FOR GENERAL
SERVICE NO. 1. |

The General Service No. 1 (GS1) rate applies to commercial, industrial, public
building, and three-phase farm service requiring 50 kVA or less of transformer
capacity. The proposed rate increase for the Arizona GS1 class is 1.35%. The
Base Charge is increased from $12.50 to $25.00 and the demand charge is
increased from $6.37 to $7.50. The first block energy charge is set at the same rate
as the first block of the Utah GS1 rate. The objective is to transition the Arizona
rate to ultimately be the same as the Utah rate. The existing Utah GS1 rate has a
two tier demand rate with the first 3 kW at no charge and a declining block rate
with a differential of $0.015/kWh between the first and second block. The|
approved Utah rate imposes a $2/kW charge on the first tier demand rate and
reduces the differential in the declining block rate to $0.005 per kWh. The
proposed changes in the Arizona rate in combination with the changes in the Utah
rates are made with the objective of bringing the two rates together in the next rate

filing.
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The proposed GS1 rate for Colorado City is the same as the standard GS1 rate for
other Arizona customers. GEC is able to achieve its objective of bringing these
rates together in one step in this filing. This results in a reduction for the GS1 for
Colorado City customers of 2.46%.

The billing comparison for the standard GS1 customers is shown on Schedule H-
4.2. The billing comparison for the GS1 Twin Cities customers is shown on

Schedule H-4.3.

PLEASE DESCRIBE THE PROPOSED GENERAL SERVICE NO. 2 RATE.
The General Service No. 2 (GS2) rate applies to large power loads requiring more
than 50 kVA of transformer capacity. The proposed change for the Arizona GS2
class is a reduction of 5.60%. The base charge is increased from $20.00 to $30.00
and the demand charge is increased from $6.37 to $8.55. The energy charge is set
at $0.0581. With these revisions, the Arizona GS2 rate is identical to the Utah GS2
rate.

The proposed change for the GS2 — Colorado City class is a reduction of 14.07%.

The proposed rate design is identical to the standard GS2 Arizona rate.

PLEASE DESCRIBE THE PROPOSED CHANGES TO THE PUBLIC
BUILDING RATES.

All of the Public Building Rates have been eliminated. The customers on these
rates will be served on the appropriate GS1 or GS2 rates. Customers currently on
the standard Public Building Rate will see a reduction of 1.98%. Customers
currently on the Public Building — Colorado City rate moving to the GS1 rate will

see a reduction of 4.56%. Customers currently on the Public Building — Colorado
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City rate moving to the GS2 rate will see a reduction of 4.22%. Schedules H-4.6
and H-4.7 are billing comparisons for the changes in the Public Building rates.
PLEASE DESCRIBE THE PROPOSED IRRIGATION RATE DESIGN.
The Irrigation rate design has been maintained. The demand charge is the same as
in the Utah Irrigation rate. Changes were made to the Utah Irrigation rate to reduce
the differential in the declining block rate with the intent of moving to a flat energy

charge. The proposed change for the Irrigation class is 0.67%

HAVE ALL OF THE RATE DESIGNS BEEN REVISED TO REFLECT
THE NEW BASE POWER COST IN THE WHOLESALE POWER COST
ADJUSTMENT?

Yes. Each proposed rate design reflects the proposed wholesale power cost

adjustment calculated using the new base power cost of $0.037493 per kWh sold.

PLEASE DESCRIBE THE PROPOSED CHANGES TO MISCELLANEOUS
CHARGES.

GEC is proposing to increase the connect charge in Arizona from $30.00 to $50.00
to match the charge for the Utah portion of the system. The change in the connect

charge results in an increase of $7,240 as shown on Schedule C-2.4.2.

PROPOSED BILLING ADJUSTMENTS
WHAT ARE THE PROPOSED CHANGES TO THE WHOLESALE
POWER COST ADJUSTMENT?

The WPCA (aka, purchased power adjustment mechanism or PPAM) has been

revised to reflect recovery of the total purchased power cost including all charges
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and credits related to the acquired Colorado City and Hildale loads as well as
charges for the City of Kanab load. Under the existing rates, these charges and
credits are not included in the WPCA. The proposed base rates have been designed
to recover the appropriate level of costs for each rate class in conjunction with the
application of the revised WPCA. Schedule H-2.1.3 provides the calculation of the
adjusted WPCA. The proposed WPCA base cost is calculated on Schedule H-
2.1.2.

PROPOSED TARIFES

PLEASE DESCRIBE THE TARIFF REVISIONS THAT HAVE BEEN
MADE.

The following changes have been made to the individual rate schedules:
Residential Service — the Availability clause has been revised to exclude the
Colorado City area, the Monthly Bill section has been revised to reflect the
proposed rate and the Wholesale Power Cost Adjustment has been revised to

reflect the proposed base power cost.

Irrigation Service — the Monthly Bill section has been revised to reflect the
proposed rates and reformatted slightly and the Wholesale Power Cost Adjustment

has been revised to reflect the proposed base power cost.
General Service No. 1 — the Monthly Bill section has been revised to reflect the

proposed rate and the Wholesale Power Cost Adjustment has been revised to

reflect the proposed base power cost. Revisions have also been included in the
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Type of Service, Power Factor Adjustment and Temporary Discontinuance of

Service sections to include language consistent with the Utah tariffs.
General Service No. 1 — Public Blgs & Authorities — this rate has been eliminated.

Street and Yard Security Lighting — the Monthly Bill section has been revised to
reflect the proposed rates and new service offerings consistent with the Utah rate
schedulésb and the Wholesale Power Cost Adjustment has been revised to reflect the
proposed base power cost. The Conditions of Service section has also been revised

to include provisions consistent with the Utah tariff.

General Service No. 2 — the Monthly Bill section has been revised to reflect the
proposed rates and the Wholesale Power Cost Adjustment has been revised to
reflect the proposed base power cost. The Power Factor Adjustment clause has

been revised to include language consistent with the Utah tariff.

Special Large Power Service — there are no customers on this rate schedule. GEC

has elected to eliminate this tariff.
Residential Service — Colorado City — the Monthly Bill section has been revised to
reflect the proposed rate and the Wholesale Power Cost Adjustment has been

revised to reflect the proposed base power cost.

General Service No. 1 — Colorado City — this tariff has been eliminated
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General Service No. 1 — Public Bldg & Authorities — Colorado City —this tariff has
been eliminated

General Service No. 2 — Colorado City — this tariff has been eliminated

General Service No. 2 — Public Bldg & Authorities — Colorado City — this tariff has

been eliminated

Service Charges — the Impact Fees have been reduced to be consistent with the
Utah charges and several of the connection charges and service charges have been
revised to reflect the proposed charges.

GEC is also proposing the changes to its Line Extension Policy as previously

discussed.

IS GEC PROPOSING ANY NEW RATE SCHEDULES?
Yes. GEC is proposing a Residential Prepaid Service rate. The rate has been
developed in a manner consistent with the prepaid rate approved for Sulphur

Springs Valley Electric Cooperative and Trico Electric Cooperative.

The proposed Prepaid Tariff is voluntary and is meant to provide GEC customers
with an additional option that better matches their payment preferences. The
Prepaid Tariff is available only to Residential customers. Certain customers, where
termination or disruption in service would be especially dangerous to the health of]
the customer, have been excluded from eligibility for the program. It has also been
noted in the rate that certain billing provisions of the Electric Service Regulations
shall not apply to customers on the Prepaid Tariff. Waivers of applicable

Commission rules are also requested as set forth in GEC’s Application. GEC will
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develop an Application/Agreement for use with customers taking service on the

Prepaid Tariff that will include the same provisions as those recently approved for
TRICO.

IS GEC PROPOSING A NEW NET METERING TARIFF?

Yes. Currently GEC does not have a Net Metering Tariff in Arizona. The
provisions in the proposed Net Metering tariff are consistent with the Net Metering
Tariff in Utah. The Monthly Bill section reflects a customer charge of $35.00, the
proposed Arizona Residential energy charge and a credit for excess energy equal to
the amount in the Utah tariff. The Net Metering Tariff includes provisions that
charge the customer for all energy taken from the Cooperative at the stated rate and|
a credit provided to the customer at a rate of $0.026 per kWh for all energy
produced in excess of the customer’s load requirements and delivered on to the
Cooperative’s system. This methodology varies from the Net Metering policy that
has been in place in Arizona and applied by most Arizona cooperatives and
utilities. Garkane believes that the proposed Net Metering rate provides the most
fair and equitable manner of compensating customers with distributed generation
resources while at the same time mitigating the subsidy that other members of the
Cooperative provide. Therefore, GEC is requesting a waiver of the Commission’s

Net Metering Service rules as set forth in its Application.

WHY IS GARKANE PROPOSING A NEW NET METERING TARIFF?

GEC’s Residential rate is designed to recover a portion of the fixed customer
related costs and capacity costs in the energy charge of the rate. GEC’s ability to
meet the revenue requirement for the rate class and for the Cooperative is

dependent upon the application of the rate to the billing units as reflected in the rate
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filing. When members of the Cooperative deploy distributed generation to serve a
portion of their load, they decrease the billing units over which the Cooperative
recovers the fixed costs to serve the member. The portion of the energy charge
revenue related to the recovery of fixed costs is lost. With each new member that
deploys distributed generation, the lost fixed cost recovery gets larger. Currently,
GEC has no ‘net metering’ customers in Arizona and only a small number in Utah.
GEC’s intent is to establish a Net Metering tariff throughout its system that
mitigates the lost fixed cost recovery and reduces the subsidy currently created by
net metering, especially as applied under the Commission’s Net Metering Service

rules.

WHAT IS THE JUSTIFICATION FOR THE INCREASED CUSTOMER
CHARGE OF $35.00 IN THE NET METERING TARIFF?

Exhibit DWH -7 shows the calculation of the lost fixed cost recovery as a result of]
the member owned generation. The total fixed cost component included in the
energy charge of the Residential rate is calculated as $0.032869 per kWh. The
monthly kWh produced for three different size systems is calculated and the fixed
cost component applied to determine the monthly lost fixed cost component. The
monthly lost fixed cost ranges from $14.40 to $35.99 depending on the size of the
member owned distributed generation. The increase in the customer charge from
$22.00 to $35.00 is $13.00. The $35.00 dollar customer charge provides a

recovery of only a portion of the lost fixed cost.

WHY DOES THE PROPOSED NET METERING TARIFF NOT INCLUDE
ANY BANKING PROVISIONS?
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The kWh banking provisions allow a member with owned generation to use excess
energy generated and effectively be compensated for that energy at the full retail
rate. The actual value of that excess generation is GEC’s avoided energy cost. To
the extent that GEC allows banking of kWh and compensates at the full retail rate
instead of the avoided cost, the remaining members of the Cooperative are required
to subsidize the members with owned generation. Not including the banking

provisions in the tariff reduces the subsidy that net metering creates.

THE NET METERING TARIFF INCLUDES A PROVISION TO
COMPENSATE FOR EXCESS ENERGY AT $0.026 PER KWH. WHAT IS
THE BASIS FOR THIS CREDIT?

GEC’s avoided cost is defined as the energy component of the wholesale purchased
power cost. Schedule G-6.0, p. 4 of 4 reflects that the purchased power energy cost
for the Residential class is $0.023206 per kWh. The kWh credit for excess energy
has been established at a level slightly higher than GEC’s avoided cost.

HAS GEC CONSIDERED OTHER OPTIONS AND RATE DESIGNS TO
ADDRESS THE ISSUES RELATED TO NET METERING OF MEMBER
OWNED GENERATION?

GEC has proposed to increase the customer charge in the Residential rate from
$12.50 to $22.00 to recover a greater portion of the fixed costs. The increase in the
customer charge reduces the potential of lost fixed cost recovery and also helps to
reduce intra-class subsidies between low-use and high use customers.

DID GEC CONSIDER THE IMPLEMENTATION OF A DEMAND
CHARGE IN THE STANDARD RESIDENTIAL RATE?
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A.

Q.

GEC has determined that the implementation of a demand charge in the Residential

rate is not a practical solution at this time for the following reasons:

1.

The required demand metering equipment is not installed for all
Residential customers.

The existing Residential rate design provides an adequate recovery of]
the revenue requirement for those customers that do not employ
distributed generation. GEC is proposing to increase the customer
charge to move toward a more cost based rate.

The implementation of a demand charge in the Residential rate would
require significant member education. A demand charge adds
another level of complexity to the rate that members may resist.

The implementation of a demand charge would require a transition
period that would likely require several steps.

GEC believes that it is more appropriate to address the issues related
to net metering with those customers that have member owned
generation rather than affecting the rates and charges for all
customers.

The implementation of a demand charge to all Residential customers
would result in some customers receiving increases while other
customers would receive reductions. The member impacts could be

significant.

IS THE COOPERATIVE SEEKING A WAIVER OF THE COMMISSION’S
NET METERING RULES?
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Yes. GEC recognizes the net metering tariff it has in place for its Utah customers,
representing 89% of its meters, does not meet the Commission’s net metering rules
contained in A.A.C. R14-2-2300 et seq. and is requesting a general waiver from the
rule so its Arizona customers will be offered net metering service on the same

térms and conditions as GEC’s Utah customers.

WHAT OTHER RATES HAVE BEEN PROPOSED?

GEC is required to have on file rates for service to small power facilities of 100
kW and less, and small power production facilities over 100 kW. Proposed tariffs
for each size have been included. The provisions of these tariffs are similar to
those approved for Sulphur Springs Valley Electric Cooperative. An additional
Customer Charge or Basic Service Charge has been included to help mitigate the

lost fixed cost recovery.

WHAT CHANGES HAVE BEEN MADE TO THE ELECTRIC SERVICE
REGULATIONS?

Other than updating the Cooperative name and a few formatting revisions, and
typographical corrections, the Electric Service Regulations (ESR) have not been
changed. The proposed ESR has been included in the filing for confirmation by

the Commission.

WHAT ARE THE PROVISIONS OF THE PROPOSED LINE EXTENSION
POLICY?
GEC is proposing to adopt the same line extension policy in Arizona that has been

approved and is applicable in Utah.  The provisions of the policy require the
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customer to pay 100% of the total cost of extending facilities to serve the
customer’s load. The policy does include provisions for a partial refund of the line
extension cost if additional services are connected to the customer’s line extension
during the first (5) five-years following construction, subject to certain conditions.
GEC’s line extension policy ensures that the up-front capital costs associated with
extending service are recovered as a contribution in aid of construction from the
member. This policy serves to reduce the long-term capital requirements of the
Cooperative and helps to keep rates low.

The line extension policy includes provisions for subdivision development
which require the developer to pay 100% of the cost of all facilities plus an impact
fee for a 100 amp service on each lot. New lot owners will be required to pay any

additional impact fee for service in excess of 100 amps.

PLEASE DESCRIBE ANY REVENUE IMPACTS ASSOCIATED WITH
THE PROPOSED CHANGES TO GEC’S LINE EXTENSION POLICY.

There are no revenue impacts as a result of the change in the line extension policy.
The proposed line extension policy will require new customers to pay a higher
amount for extension of service than under the existing line extension policy. This
increase from new customers will reduce the overall capital requirements of the
Cooperative but will not affect the level of operating revenue. During the test year,
GEC had less than 100 new residential customers in Arizona. GEC does not
currently have any developers operating in the Arizona portion of the system and
therefore does not anticipate any impact on contributions in aid of construction

with respect to the proposed subdivision line extension policy.
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Q.
A.

DOES THIS CONCLUDE YOUR TESTIMONY?

Yes, it does.
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DAVID W. HEDRICK
. ' SENIOR VICE PRESIDENT /
guernsey b MANAGER, ANALYTICAL SOLUTIONS
Page 1 0of 6

EDUCATION:

M.B.A., Oklahoma City University, 1993
B.S., Mathematics, University of Central Oklahoma, 1986

PERTINENT EXPERIENCE FOR THE PROJECT:

Mr. Hedrick specializes in the development of revenue requirements, cost of service, rate
design, line extension analysis, special contract development, pole attachment rates,
valuation analysis and other financial analysis for electric, water, and wastewater utility
systems. He is also responsible for the preparation of rate filings and has presented expert
testimony before state regulators, including Arizona, Arkansas, Colorado, Oklahoma, Texas
and Wyoming. Mr. Hedrick’s clients include both distribution providers and wholesale
providers. He was instrumental in the development of the CoOPTIONS: family of computer
software for use in unbundiled utility cost of service studies and financial forecasting.

As Manager of the Analytical Solutions Group, Mr. Hedrick has oversight of all studies,
analyses and filings that are developed by the group. He continues to represent clients before
the appropriate regulatory authority and is responsible for the preparation of rate filings and
other analytical studies.

SPECIFIC CONSULTING EXPERIENCE:

Acaquisitions, Consolidations & Valuation Analysis

Mr. Hedrick has provided analytical support for consolidation studies in Texas and Wyoming.
In addition, he has been involved in the valuation analysis of utility assets for purposes of
acquisition and determination of fair market value for clients in Oklahoma and Kansas.

Retail Rate Analysis, Cost of Service Studies, and { ine Extension Analysis

Mr. Hedrick’s rate analysis and cost of service experience includes the following:
Arizona

» Navopache Electric Cooperative, Inc. - Regulated by Arizona Corporation
Commission

» Sulphur Springs Valley Electric Cooperative, Inc. - Regulated by Arizona
Corporation Comm.

» Trico Electric Cooperative, Inc. - Regulated by Arizona Corporation Commission

Arkansas

» Arkansas Valley Electric Cooperative Corporation - Regulated by Arkansas PSC
and Oklahoma Corporation Commission

» Ouachita Electric Cooperative Corporation ~ Regulated by Arkansas PSC

» Ozarks Electric Cooperative Corporation - Regulated by Arkansas PSC

Corporate Office: Direct Contact:
5555 N. Grand Boulevard WWW. guernsey.us 405.416.8157
Oklahoma City, OK 73112-5507 Cell: 405.623.4380
405.416.8100 david.hedrick@guernsey.us
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Colorado

Colorado Rural Electric Association
Delta-Montrose Electric Association

Empire Electric Association, Inc.

Grand Valley Rural Power Lines

Holy Cross Electric Association, Inc.

Mountain Parks Electric, Inc.

Poudre Valley REA, Inc.

San Luis Valley Rural Electric Cooperative, Inc.
Yampa Valley Electric Association, inc.

VVVVVVVYVYY
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> Corn Belt Power Cooperative
> lowa Lakes Electric Cooperative, Inc.
» Midland Power Cooperative, Inc.

Kansas

Ark Valley Electric Cooperative Association

Caney Valley Electric Cooperative Association

CMS Electric Cooperative, Inc.

Flint Hills Rural Electric Cooperative Association
Kansas Electric Power Cooperative

Lyon-Coffey Electric Cooperative, Inc.

City of Meade

Ninnescah Rural Electric Cooperative Association, Inc.
Pioneer Electric Cooperative, Inc.

Sedgwick County Electric Cooperative Association, Inc.
Western Cooperative Electric Association, Inc.

VVVVVVVYVVVY

Louisiana
¥» Claiborne Electric Cooperative

» Southern Pine EPA
» Yazoo Valley EPA

Nebraska
> Dawson County Public Power District
New Mexico

> Farmers Electric Cooperative, Inc.
» Lea County Electric Cooperative, Inc.

Oklahoma

> City of Blackwell
» Caddo Electric Cooperative
» Central Rural Electric Cooperative, Inc.




guernsey

DAVID W. HEDRICK

SENIOR VICE PRESIDENT /
MANAGER, ANALYTICAL SOLUTIONS
Page 3 of 6

VVVVVVVVVYVYVYVVVYVYVYYVYYVYY

_,

Choctaw Electric Cooperative, Inc.
Cimarron Electric Cooperative, Inc.
Cookson Hills Electric Cooperative, Inc.
Cotton Electric Cooperative, Inc.

City of Duncan

East Central Oklahoma Electric Cooperative

Indian Electric Cooperative, Inc.

Kay Electric Cooperative, Inc.

Kiwash Electric Cooperative, Inc.
Lake Region Electric Cooperative, Inc.
City of Mangum

Northeast Oklahoma Electric Cooperative, Inc.

Northfork Electric Cooperative
Northwestern Electric Cooperative, Inc.
Oklahoma Electric Cooperative, Inc.
City of Ponca City

Rural Electric Cooperative, Inc.
Southeastern Electric Cooperative, Inc.
Southwest Rural Electric Association
Tri-County Electric Cooperative, Inc.
Verdigris Valley Electric Cooperative

exas

VVVVVVVVVVVYVVYVVVYVVVVVVVVVVYY

Bailey County ECA

Bandera Electric Cooperative, Inc.

Big Country Electric Cooperative, Inc.
Bluebonnet Electric Cooperative, Inc.
Central Texas Electric Cooperative, Inc.
Concho Valley Electric Cooperative, Inc.

Cooke County Electric Cooperative Assn.

CoServ Electric

Deaf Smith Electric Cooperative, Inc.
Fannin County Electric Cooperative, Inc.
Farmers Electric Cooperative, Inc.

Fort Belknap Electric Cooperative, Inc.
Grayson-Collin Electric Cooperative, Inc.
Greenbelt Electric Cooperative, Inc.
HILCO Electric Cooperative, Inc.
Jackson Electric Cooperative, Inc.
Lamar County Electric Cooperative, Inc.
Lighthouse Electric Cooperative, Inc.
Lyntegar Electric Cooperative, Inc.
Magic Valley Electric Cooperative, Inc.
Medina Electric Cooperative, Inc.

Navarro County Electric Cooperative, Inc.
Navasota Valley Electric Cooperative, Inc.

North Plains Electric Cooperative, Inc.
Nueces Electric Cooperative, Inc.
Pedernales Electric Cooperative, Inc.
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> Rita Blanca Electric Cooperative, Inc.

» San Bernard Electric Cooperative, Inc.

> South Plains Electric Cooperative, Inc.

» Southwest Rural Electric Association, Inc., Okla.
» Southwest Texas Electric Cooperative, Inc.

> Swisher Electric Cooperative, Inc.

> Taylor Electric Cooperative, Inc.

» Texas Electric Cooperatives, Inc., Statewide Association
»  Tri-County Electric Cooperative, Inc.

» Trinity Valley Electric Cooperative, Inc.

> United Cooperative Services

» Wharton County Electric Cooperative, inc.

» Wise Electric Cooperative, Inc.

Wyoming

> Big Horn REC - Regulated by Wyoming Public Service Commission until 2007

> Carbon Power & Light, Inc. - Regulated by Wyoming Public Service Commission
until 2007

» High Plains Power, Inc. - Regulated by Wyoming Public Service Commission until
2007

> Powder River Energy Corporation - Regulated by Wyoming Public Service
Commission
»  Wyrulec Company - Regulated by Wyoming Public Service Commission until 2007

Wholesale Rate Analysis and Cost of Service Studies

Corn Belt Power Cooperative, Humboldt, iowa

Kansas Electric Power Cooperative, Topeka, Kansas

Grand River Dam Authority, Vinita, Oklahoma

Oklahoma Municipal Power Authority, Edmond, Oklahoma
Western Farmers Electric Cooperative, Anadarko, Oklahoma
Central Electric Power Cooperative, Columbia, South Carolina
Piedmont Municipal Power Authority, Greer, South Carolina
Brazos Electric Cooperative, Waco, Texas

Golden Spread Electric Cooperative, Amarilio, Texas

Old Dominion Electric Cooperative, Richmond, Virginia
Allegheny Electric Cooperative, Harrisburg, Pennsylvania
South Mississippi Electric Power Association, Hattiesburg, Mississippi
Minnkota Power Cooperative, Grand Forks, North Dakota
Rayburn Country Electric Cooperative, Rockwall, Texas

VVVVVVYVVYVVYVYYVYY

Special Projects

Development of Distributed Generation Procedures and Guidelines Manual:
» Western Farmers Electric Cooperative, Anadarko, Oklahoma
> KAMO Electric, Vinita, Oklahoma
» Texas Electric Cooperatives, Austin, Texas
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Energy Policy Act of 2005 / EISA 2007 - Testimony in Support of Cooperative Staff’'s Position
in Consideration of new PURPA Standards:

Central Rural Electric Cooperative, Stillwater, Oklahoma
Cotton Electric Cooperative, Walters, Oklahoma

Farmers Electric Cooperative, Greenville, Texas

Grand River Dam Authority, Vinita, Oklahoma
Grayson-Collin Electric Cooperative, Van Alstyne, Texas
HILCO Electric Cooperative, ltasca, Texas

Lake Region Electric Cooperative, Hulbert, Oklahoma
Lyntegar Electric Cooperative, Tahoka, Texas

Magic Valley Electric Cooperative, Mercedes, Texas
Northwestern Electric Cooperative, Woodward, Oklahoma
Oklahoma Electric Cooperative, Norman, Oklahoma
Tri-County Electric Cooperative, Azle, Texas

Tri-County Electric Cooperative, Hooker, Oklahoma
United Electric Co-op Services, Cleburne, Texas

VVYVVVVVVVVVVVVY

Testimony before Colorado State House and Senate Committees in support of the Colorado
Rural Electrification Association with regard to HB1169, Mandating Net Metering for Electric
Cooperatives.

The “Fresh Look” review of East Kentucky Power Cooperative on behalf of the cooperative’s
distribution members as required by the Kentucky Corporation Commission. 2011 - 2012

Education and Training

Mr. Hedrick provides educational seminars and training for cooperative staff and boards of
directors, statewide associations, and professional organizations on the topics of Rate
Analysis, Cost of Service, Rate Design, Line Extension Policy, and related issues.

Expert Witness

Mr. Hedrick has provided expert testimony related to the development of revenue
requirements, cost of service, rate design, and special contract issues in Arizona, Arkansas,
Oklahoma, Texas, and Wyoming.

Financial Forecasting & Analysis

Mr. Hedrick prepares and provides training in the development of financial forecast models
for electric cooperatives and municipat utility systems.

Software Sales & Support

Mr. Hedrick provided assistance in the development of software for GUERNSEY’s 10-year
Financial Forecast, Cost of Service, and Financial Performance Analysis programs. Mr. Hedrick
is proficient in the use of these software packages and provides support to client users.

Strategic Planning & Analysis

Mr. Hedrick has provided assistance to electric cooperative boards of directors in the
development of strategic goals and objectives.
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Publications and Presentations:

Avrticles:

Hedrick, David W. “Retail Rate Development: The Role of the Cooperative Board.”
Management Quarterly, published by NRECA'’s Education and Training Department.
(Spring 2005): 20-35.

Presentations Made by Mr. Hedrick:

“Knowledge is Power: Financial Forecasting.” Seminar written and presented by Guernsey
personnel annually since 2006 in Oklahoma City, Okla. Mr. Hedrick has been a
presenter for this seminar numerous times.

“Knowledge is Power: Understandirig Rates and Cost of Service.” Seminar written and
presented by Guernsey personnel annually since 2005, in Okiahoma City, Okla., as well
as other locations. Mr. Hedrick has been a presenter numerous times.

“Distributed Generation Net Metering Issues.” Written for and presented at TEC Engineers
Association Annual Meeting. September 2006.

“Net Metering Issues.” Written for and presented at G&T Planners Association Meeting,
Tucson. Arizona, September 2006.

“Development of Distributed Generation Policies and Procedures.” Written and presented for
Texas Electric Cooperatives’ Managers Meeting. San Antonio, Texas, December 2,
2004.

“Rate Design in a Restructured Environment.” Written and presented for Texas Electric
Cooperatives Accountants Association. Austin, Texas, April 19, 2000.

EXPERIENCE RECORD:
1981-Present - C. H. Guernsey & Company, Oklahoma City, Oklahoma

2013 - Senior Vice President, Board of Directors
2008-2013 - Vice President for Guernsey
2005-Present - Manager, Analytical Solutions Group
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BEFORE THE ARIZONA CORPORATION COMMISSION

COMMISSIONERS

SUSAN BITTER SMITH, Chairman
BOB STUMP

BOB BURNS

DOUG LITTLE

TOM FORESE

IN THE MATTER OF THE APPLICATION
OF GARKANE ENERGY COOPERATIVE,

INC., AN ELECTRIC COOPERATIVE DOCKET NO. E-01891A-15-

NONPROFIT MEMBERSHIP
CORPORATION, FOR A
DETERMINATION OF THE FAIR VALUE
OF ITS PROPERTY FOR RATEMAKING
PURPOSES, TO FIX A JUST AND
REASONABLE RETURN THEREON, AND
TO APPROVE RATES DESIGNED TO
DEVELOP SUCH RETURN AND
REQUEST FOR WAIVER.

PRE-FILED DIRECT TESTIMONY OF REBECCA A. PAYNE
ON BEHALF OF GARANKE ENERGY COOPERATIVE, INC.

MAY 29, 2015
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INDEX TO TESTIMONY OF REBECCA A. PAYNE
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BACKGROUND AND PURPOSE

PLEASE STATE YOUR NAME AND EMPLOYER.
My name is Rebecca A. Payne and I am employed by Guernsey, Engineers,

Architects and Consultants.

PLEASE STATE YOUR BUSINESS ADDRESS.
My business address is 5555 North Grand Boulevard, Oklahoma City, Oklahoma
73112-5507.

PLEASE DESCRIBE YOUR EDUCATIONAL BACKGROUND AND
WORK EXPERIENCE.

I have earned a Bachelor of Science in Business degree and an M.B.A from
Oklahoma City University. I have been employed by Guernsey from 1999-2004,
and since 2005. Exhibit RAP-1 is my resume.

ON WHOSE BEHALF ARE YOU TESTIFYING IN THIS MATTER?

I represent Garkane Energy Cooperative, Inc. (“GEC” or the “Cooperative").
ARE YOU AUTHORIZED TO TESTIFY ON BEHALF OF THE

GEC?
Yes.

-3-
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WHAT IS THE PURPOSE OF YOUR TESTIMONY IN THIS
PROCEEDING?
I am sponsoring the schedules developing the financial adjustments found in

Section C of the rate filing package.

WERE THE SCHEDULES ABOVE PREPARED BY YOU OR UNDER
YOUR SUPERVISION?
Yes.

WHO SUPPLIED THE DATA USED IN DEVLOPING THE SCHEDULES
THAT YOU ARE SPONSORING?

All of the data was supplied by GEC.

WHAT IS THE TEST YEAR IN THIS PROCEEDING?

The test year is the twelve months ended December 31, 2013.

INCOME STATEMENT AND ADJUSTMENTS

PLEASE EXPLAIN SECTION C TO ATTACHMENT 6 OF GEC’S
APPLICATION.
Schedule C-1.0 is the Income Statement for the test year showing:
e Actual Test Year
e Adjustments to the Test Year
e Adjusted Test Year (Actual Test Year Plus Adjustments)
Adjustments described below correspond to adjustment amounts shown in the

“Adjustments” column.

-4 -
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PLEASE EXPLAIN ADJUSTMENTS SHOWN ON SCHEDULE C-1.0.
Adjustments are summarized on Schedule C-2.0. Schedules C-2.1 through C-2.3
show adjustments to specific O&M accounts while Schedules C-2.4 through C-
2.13 show development of adjustments.

Operating Revenue (Schedule C-2.4). Calculation of revenue shown on

this schedule is developed on Schedule E-7.6 and Schedule E-7.7. This schedule
calculates the revenue by applying the existing rates to adjusted test year billing
units. The billing ﬁnits are found on Schedules E-7.1 and E-7.2. There is a
reduction in adjusted test year revenue as a result of a surcharge that will expire in
2016 that is applicable to only the Kanab City tariffs that only affects Utah
consumers. The adjustment to base revenue is a reduction of $226,228.

A revenue adjustment was made to restate the PCA revenue based on the
adjusted power cost (Schedule E-7.10). The adjusted PCA revenue reflects the full
amount of PCA revenue that GEC is entitled to recover. The PCA revenue
adjustment is $103,347.

The total revenue adjustments result in a decrease to revenue of $122,881.

Purchased Power (Schedule C-2.5). A detailed calculation of the adjusted

- purchased power expense is shown on Schedule E-7.1. The adjustment to

purchased power is a result of increases in the Deseret wholesale power rate that
became effective January 1, 2105. The most significant increase in the wholesale
power rate is a $0.003 increase in the Tier 1 kWh charge. The increase to
purchased power as a result of the application of the wholesale rate that went into
effect in 2015 is an increase of $791,002.

- Payroll_(Schedule C-2.6). The adjustment to payroll expense totals

$151,342. Payroll expense and adjustments are distributed to various expense

-5-
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accounts on Schedule C-2.2. Adjusted payroll was calculated based upon 60 full-
time employees and 8 part-time employees using 2015 wage levels. The 2009-
2013 average ratio for overtime payroll to regular payroil of 4.558% was applied to
calculate total adjusted payroll. The 2009-2013 ratio for payroll expensed of
62.926% was then applied to calculate adjusted payroll expensed. Historical
payroll information is shown on Schedule C-2.6.1. The test year expense by
account and distribution of the adjustment by account is shown on Schedule C-2.2.

Employee Benefits (Schedule C-2.7). Expenses associated with employee

benefits were restated to 2015 levels. The Cooperative’s portion of the adjusted test
year amount for each benefit was computed. The adjustment to employee benefits
of $318,966 is included as an adjustment to Account 928, Pensions and Benefits,
on Schedule C-2.1.

The adjusted test year premium for medical insurance of $823,604 was
computed by using the Cooperative’s portion of the 2015 premium for each of the
plans for the appropriate number of employees participating (Schedule C-2.7.1).
The same methodology was used for the dental plan resulting in an adjusted test
year premium of $96,337 (Schedule C-2.7.2). The adjusted test year premium for
life insurance of $51,598 was computed by using the adjusted full time base wages
rounded up the next $1,000 times the 2015 premium rate (Schedule C-2.7.3). An
adjusted test year premium of $32,066 for long-term disability was computed by
applying the 2015 premium rate to the adjusted base wages (Schedule C-2.7.4).

The Cooperative’s contributions to the defined benefit plan were adjusted to
reflect the adjusted base wages and the 2015 contribution rate. The adjusted test
year premium for the defined benefit pension plan is $1,202,476 (Schedule C-
2.7.5).

-6-
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Rate Case Expense (Schedule C-2.8). An adjustment to recognize expense

associated with development, filing, and support of the rate case has been made.
The estimated cost of $75,000 is intended to reflect the cost of outside legal and
consulting services. This amount is amortized over a 3-year period, resulting in an
adjustment of $25,000. Actual rate case expense will only be known at the time of]
the hearing/settlement. We propose to provide updated rate case information to
ACC Staff and in testimony as the case proceeds. .

Depreciation (Schedule C-2.9). Annual depreciation rates were applied to

December 31, 2013 plant balances for production, transmission, and distribution
plant to determine adjusted depreciation expense for these plant categories. For
General Plant accounts, depreciation expense for the month of March 2014 was
annualized to determine the adjusted depreciation expense. The adjusted test year
depreciation expense of $2,871,262 results in an adjustment of $49,578.

Property Taxes (Schedule C-2.10). At the time the adjustments were

developed the actual 2014 property tax payment was known. The actual 2014
property tax was used as the adjusted test year expense for property tax. The
adjustment is an increase of $37,926.

Payroll Taxes (Schedules C-2.11). Adjusted payroll-related taxes for

FICA and Federal and Staté Unemployment were calculated by applying the
applicable tax rate to adjusted wages subject to payroll taxes. The test year payroll
tax expensed ratio of 70.057% (Schedule C-2.6.2) was applied to total adjusted
payroll taxes amount to calculate adjusted payroll taxes expensed. The adjustment
is an increase to test year expense of $5,993. The test year expense by account and

distribution of the adjustment by account is shown on Schedule C-2.3.
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Donations (Schedule C-2.12). An adjustment was made to remove

charitable donations totaling $27,209 from the test year. This adjustment results in
a reduction to other deductions on the income statement.

Interest Expense (Schedule C-2.13). The adjusted interest on long-term

debt of $1,442,214 was calculated by applying the applicable interest rate to the
principal outstanding as of 12/31/2013 and including $2,000,000 of long-term debt
that was incurred after the test year. A CFC note of $1,000,000 was drawn down
6/30/2014 and another $1,000,000 of CFC debt was incurred on 9/5/2014. The

adjustment increased interest on long-term debt expense by $111,955.

ARE THE ADJUSTMENTS THAT HAVE BEEN MADE TO THE TEST
YEAR RELATED TO ACTIVITIES THAT ARE KNOWN, MEASURABLE
AND OF A CONTINUING NATURE?

Yes. The adjustments that have been made are intended to provide an accurate
reflection of the Cooperative’s known and measurable revenues and expenses on

an on-going basis and that should be recovered in rates.

WHAT IS THE OVERALL IMPACT OF THE ADJUSTMENTS MADE TO
THE TEST YEAR?

The overall impact of the revenue and expense adjustments is to reduce the
operating margin by $1,587,313 as reflected in column (b) of Schedule C-1.0. The
adjusted test year Operating TIER is 1.81, the DSC is 2.14 and the rate of return on

fair value rate base is 4.33% as reflected in column (c) of Schedule C-1.0.
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Q. DOES THIS CONCLUDE YOUR TESTIMONY?
A. Yes, it does.
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Exhibit RAP - 1

REBECCA PAYNE

A SENIOR CONSULTANT

guernsey Page 1 of 3
EDUCATION:

MBA, Oklahoma City University, 2002
B.S.B., International Business, Oklahoma City University, 1999

PERTINENT EXPERIENCE FOR THE PROJECT:

Ms. Payne specializes in the development of revenue requirements, cost of capital, cost of
service, accounting issues, rate design, and financial forecasts for electric, water, and
wastewater utility systems. Ms. Payné assists project managers in the preparation of rate
filings and cost of service studies.

Ms. Payne develops Rate Analysis and Cost of Service Studies for electric cooperatives and
municipals by defining the appropriate revenue requirement and allocating plant investment
and operation and maintenance expenses to each rate class. She then uses the Cost of
Service study to examine the extent to which costs are being recovered by existing rates and,
if necessary, develops new rates to recover revenue requirement and appropriate costs.

SPECIFIC CONSULTING EXPERIENCE:

Cost of Service and Rates

The following are projects on which Ms. Payne has been involved:
Arizona

» Navopache Electric Cooperative, Lakeside
» Sulphur Springs Valley Electric Cooperative, Willcox
» Trico Electric Cooperative, Marana

Arkansas
» Ozarks Electric Cooperative Corp., Fayetteville
Colorado

» San Luis Valley REC, Monte Vista
» Y-W Electric Association, Akron

lowa

> Midland Power Cooperative, Jefferson
Kansas

» Ark Valley ECA, Hutchinson
Louisiana

» Claiborne Electric Cooperative, Homer

Corporate Office: Direct Contact:
5555 N. Grand Boulevard www.guernsey.us 405.416.8210
Oklahoma City, OK 73112-5507 Cell: 405.816.3907
405.416.8100 rebecca. payne@guernsey.us
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Minnesota

>

Agralite Electric Cooperative, Benson

Missouri

>

Platte-Clay Electric Cooperative, Kearney

Nebraska

»

Dawson County PPD, Lexington

Oklahoma

VVVVVYVYVVYY

Texas

VVVVVVVVVVVVVVVVVVVYYYVY

Caddo Electric Cooperative, Binger

Central Rural Electric Cooperative, Stillwater
Cimarron Electric Cooperative, Kingfisher
Cookson Hills Electric Cooperative, Stigler
Cotton Electric Cooperative, Walters

City of Ponca City

l.ake Region Electric Cooperative, Hulbert
Rural Electric Cooperative, Lindsay
Tri-County Electric Cooperative, Hooker

Bailey County ECA, Muleshoe

Bandera Electric Cooperative, Bandera
Bluebonnet Electric Cooperative, Giddings
Cooke County ECA, Muenster

Deaf Smith Electric Cooperative, Hereford

Grayson-Collin Electric Cooperative, Van Alstyne
Guadalupe Valley Electric Cooperative, Gonzales

Jackson Electric Cooperative, Edna

Karnes Electric Cooperative, Karnes City
Magic Valley Electric Cooperative, Mercedes
Medina Electric Cooperative, Hondo

North Plains Electric Cooperative, Perryton
Nueces Electric Cooperative, Robstown
South Plains Electric Cooperative, Lubbock

Southwest Texas Electric Cooperative, El Dorado

Swisher Electric Cooperative, Tulia

Taylor Electric Cooperative, Merkel
Tri-County Electric Cooperative, Azle
Trinity Valley Electric Cooperative, Kaufman
United Cooperative Services, Cleburne
Victoria Electric Cooperative, Victoria

Wise Electric Cooperative, Decatur

Wyoming

>
>

Powder River Energy Corporation, Sundance
Wyrulec Company, Lingle
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Publications and Presentations:

“Knowledge is Power: Financial Forecasting” has been presented yearly in GUERNSEY's offices
in Oklahoma City since 2006. Ms. Payne has assisted as a presenter for this seminar
numerous times.

“Knowledge is Power: Understanding Rates and Cost of Service” has been presented several
times each year since 2005, at GUERNSEY’s offices in Oklahoma City as well as in other
locations. Ms. Payne has been a presenter for this seminar.

EXPERIENCE RECORD:

1999-Present - Consultant, C. H. Guernsey & Company, Oklahoma City, Okla.
1999-2004 - Consultant, Analytical Solutions Group

2004-2005 - Video Professor, Inc., Lakewood, Colo.

Ms. Payne worked as a Financial Analyst providing information to upper management to aid
in making business decisions. She prepared and monitored reports on key elements of the
business model to identify problem areas. She assisted in budget preparation for multiple
business segments and maintained updated forecasts to monitor deviations from the budget.
She also provided financial viability analysis that helped measure success of marketing
projects.
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GARKANE ELECTRIC COOPERATIVE, INC.

RATE ANALYSIS
AND
COST OF SERVICE STUDY
TABLE OF CONTENTS
Summary Schedules
A-1.0 Computation of Increase in Gross Revenue Requirements
A-2.0 Income Statement
A-4.0 Construction Expenditures and Gross Utility Plant in Service
A-5.0 Changes in Financial Position
Rate Base Schedules
B-2.0 Original Cost Rate Base Pro Forma Adjustments
B-5.0 Computation of Working Capital Page 1 — Cash Working Capltal
B-5.1 Computation of Working Capital Page 2 — Average Materials & Supplies,
Prepayments, Consumer Deposits, Consumer Energy Prepayments, and Consumer
Construction Advances
B-5.2 Accumulated Depreciation
Test Year Income Statements
C-1.0 Adjusted Test Year Income Statement
C-2.0 Summary of Income Statement Pro Forma Adjustments
C-2.1 Pro Forma Adjustments to Operating Expenses
Cc-2.2 Payroll Expensed — Adjustment
C-23 Payroll Taxes Expensed — Adjustment
C-2.4 Revenue Adjustment
C-2.4.1 Other Revenue
C-2.5 Purchased Power Adjustment
C-2.6 Payroll Adjustment
C-2.6.1 Historical Payroll
C-26.2 Expensed Ratio for Payroll and Payroll Taxes
C-2.7.0 Employee Benefits Adjustment
C-2.7.1 Medical
C-2.7.2 Dental
C-2.73 Life Insurance
C-2.7.4 - Long-Term Disability
C-2.7.5 Defined Benefit Pension Plan
C-2.8 Rate Case Expense Adjustment
C-29 Depreciation Expense Adjustment
C-2.10 Property Tax Adjustment
C-2.11 Payroll Taxes Adjustment
C-2.11.1  FICA Taxes
C-2.11.2  Federal Unemployment Taxes
C-2.11.3  State Unemployment Taxes
C-2.12 Donations — Other Deductions Adjustment
C-2.13 Interest Expense Adjustment




Cost of Capital

D-2.0
D-2.1

Financial Statements and Statistical Schedules

E-1.0
E-1.1
E-2.0
E-5.0
E-6.0
E-7.0
E-7.1
E-72
E-7.3
E-7.4
‘E-7.5
E-7.6
E-7.6.1
E-7.7
E-7.8
E-79
E-7.10
E-9.0

GARKANE ELECTRIC COOPERATIVE, INC.

TABLE OF CONTENTS (Continued)

Cost of Debt — Includes Pro Forma Adjustment to Interest Expense
Weighted Interest Rate

Comparative Balance Sheets

Reclassifications to Test Year Balance Sheet

Comparative Income Statements

Plant Balances

Comparative Departmental Operating Income Statements

Operating Statistics — By Form 7 Revenue Classes

Operating Statistics — Billed Consumers by Rate Schedule

Operating Statistics — kWh Sold by Rate Schedule

Operating Statistics — Base' Revenue by Rate Schedule

Operating Statistics — PCA Revenue by Rate Schedule

Operating Statistics — Total Revenue by Rate Schedule

Operating Statistics — Calculation of Adjusted Test Year Revenue — Utah
Operating Statistics — Calculation of Adjusted Test Year Revenue — Arizona
Operating Statistics — Calculation of Adjusted Special Adjustment Charge
Operating Statistics — Calculation of Adjusted Wholesale Power Cost Adjustment
Operating Statistics — Purchased Power

Operating Statistics — Purchased Power — Adjusted

Notes to Financial Statements

Projections and Forecasts

F-1.0
F-2.0
F-3.0
F-4.0

Projected Income Statements - Present & Proposed Rates
Projected Charges in Financial Position

Projected Construction Requirements

Assumptions Used in Developing Projections

Cost of Service Analyses

G-1.0
G-2.0
G-3.0
G-3.1
G-4.0
G-4.1
G-4.2
G-4.3
G-5.0
G-5.1
G-6.0
G-6.1
G-7.0
G-7.1

Existing Rates - Cost Allocation Summary

Proposed Rates - Cost Allocation Summary

Existing Rates - Cost of Service Allocation - Rate Base
Existing Rates - Cost of Service Allocation - Plant
Existing Rates - Cost of Service Allocation - Expenses
Existing Rates - Cost of Service Allocation - Payroll
Existing Rates - Cost of Service Allocation - Interest
Existing Rates - Cost of Service Allocation - Revenues
Unbundled Costs with Return - Components of Rate Base
Unbundled Costs with Return - Components of Plant
Unbundled Costs with Return - Summary of Components of Exp.
Unbundled Costs with Return - Components of Expense
Derivation of Allocation Factors

Existing Rates - Allocation Factors




GARKANE ELECTRIC COOPERATIVE, INC.

TABLE OF CONTENTS (Continued)

Effect of Proposed Tariff Schedules

H-1.0 Rate Change Summary

H-2.0 Analysis of Revenue by Detailed Class
H-2.1 Calculation of Proposed Revenue — Utah
H-2.1.1 Calculation of Proposed Revenue — Arizona
H-2.1.2 Adjusted PCA Base Cost

H-2.1.3 Proposed Wholesale Power Cost Adjustment

H-3.0 Changes in Representative Rate Schedules
H-4.0 Typical Bill Analysis — Residential — Arizona
H-4.1 Typical Bill Analysis — Residential — Twin Cities

H-4.2 Typical Bill Analysis — General Service No. 1~ Arizona

H-43 Typical Bill Analysis — General Service No. 1 — Colorado City

H-4.4 Typical Bill Analysis - General Service No. 2 — Arizona

H-4.5 Typical Bill Analysis — General Service No. 2 — Colorado City

H-4.6 Typical Bill Analysis — Public Buildings & Authorities General Service No. 1 -

Arizona

H-4.7 Typical Bill Analysis — Public Buildings & Authorities General Service No. 1 —
Colorado City

H-4.8 Typical Bill Analysis — Public Buildings & Authorities General Service No. 2 —
Colorado City

H-4.9 Typical Bill Analysis — Street & Security Lighting

H-5.0 Bill Frequency Analysis ~ Residential — Arizona

H-5.1 Bill Frequency Analysis ~ Residential — Colorado City

H-5.2 Bill Frequency Analysis — General Service No. 1 — Arizona

H-53 Bill Frequency Analysis — General Service No. 1 — Colorado City

H-5.4 Bill Frequency Analysis — General Service No. 2 — Arizona

H-5.5 Bill Frequency Analysis — General Service No. 2 — Colorado City

H-5.6 Bill Frequency Analysis — Public Buildings & Authorities General Service No. 1 -

Arizona

H-5.7 Bill Frequency Analysis — Public Buildings & Authorities General Service No. 1 —
Colorado City

H-5.8 Bill Frequency Analysis — Public Buildings & Authorities General Service No. 2 —
Colorado City

I-1.0 Allocation of Monthly Demand — Sum of Member CP

I-1.1 Class Load Factor — Sum of Member CP

I-.1.2 Monthly Class Demand Allocation- Sum of Member CP

1-2.0 Allocation of Monthly Demand- Sum of G&T CP

I-2.1 Class Load Factor — Sum of G&T CP

1-2.2 Monthly Class Demand Allocation — Sum of G&T CP

1-3.0 Consumers by Phase

1-4.0 Account 364 and 365 — Overhead Distribution Line

I-5.0 Account 367 — Underground Distribution Line

1-6.0 Account 368 — Transformers

1-6.1 Account 368 - Transformers - CPR
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